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GREATER EFFICIENCY! Royal has more work-saving, time-saving features 
than any other typewriter. Result: Royals can deliver more letter-production per ma- 
gw - chine. This is a fact. Call in your Royal representative—and be shown the proof—in 


an actual Royal demonstration! 


GREATER DURABILITY! Royals are the sturdiest typewriters engineering 
science has produced. Because of this fact, Royals stand up longer, spend more time on 
gs the job, /ess time out for repairs. Result: Royals cut stenographic work losses to a mini- 


mum, give you the maximum return from your typewriter investment. 


THE FAVORITE WITH TYPISTS! A national survey made among hun- 
dreds of business girls shows that Royal is the preferred typewriter—2 to 1 over any 

a other typewriter. Your stenographic staff will do more and better work on machines 
they prefer to use. Order Royals! 
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“DITTO PAYS FOR 


INVESTMENT 


20 TIMES A YEAR!” 


The Atlantic Steel Castings Company 


In thousands of business organizations today 
—from great industrial giants to small offices 
—Ditto is getting things done—reducing com- 
plicated operations to simple routine. Without 
mats or stencils, with no special skills re- 
quired Ditto makes multiple copies of anything 
typed, written, printed or drawn—copies from 
a single paper original that can be used over 
and over again! ... Regardless of your kind of 
business, Ditto will save you time and money 
in Payroll, Production, Order-Billing and 
Purchasing operations. Write for actual 
Ditto forms and complete information. No 
cost or obligation. 


DITTO, Inc., 2298 W. Harrison Street, Chicago 12, Ill. 


In Canada: Ditto of Canada, Ltd., Toronto, Ontario 
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All dates are listed as scheduled at time 
of publication. of this issue. Subsequent 
changes may be made. 


SOUTHERN CONFERENCE 
January 28, 1947 
Dallas—Houston Controls 
At Houston, Texas 


THIRTEENTH EASTERN SPRING 
CONFERENCE 
March 16-18, 1947 
Hotel Statler, Washington, D. C. 


NINTH MID-WESTERN 
CONFERENCE 
May 18-20, 1947 

Pittsburgh 


December, 1946 


December 3—Chattanooga, Twin Cities 

December 4—Bridgeport 

December 5—Birmingham, Hartford, 
Philadelphia, Quad Cities 

December 9—Kansas City 

December 10—Buffalo, Chicago, 
cinnati, Cleveland, Milwaukee 

December 11—Baltimore, Boston, West- 
ern Michigan 

December 12—Dayton, New York City, 
Toledo 

December 16—Pittsburgh 

December 17—Dallas, Detroit, District 
of Columbia, Houston, New Orleans, 
Springfield, Syracuse 

December 18—Louisville 

December 19—Atlanta, 
Los Angeles, Seattle 

December 20—Portland, San Francisco 

December 24—St. Louis 

December 26—Rochester 


January, 1947 
January 2—Birmingham, Quad Cities 
January 7—Chattanooga, Twin Cities 
January 8—Baltimore, Bridgeport, Hart- 
ford, Western Michigan 
January 9—Dayton, New York City, 
Philadelphia, Toledo 
January 13—Kansas City 
January 14—Boston, Buffalo, 
nati, Cleveland - 
January 15—Syracuse 
January 16—San Francisco 
January 17—Portland 
January 20—Pittsburgh 
January 21—Chicago, New Orleans, 
Springfield 
January 23—Indianapolis 
January 28—Atlanta, Dallas (Joint meet- 
ing with Houston and New Orleans 
Controls, at Houston), Detroit, Dis- 
trict of Columbia, Houston, Milwau- 
kee, St. Louis 
January 29—Louisville, Rochester 
January 30—Seattle 
At the time this issue went to press, no 
definite meeting date had been set by the 
Los Angeles Control for January. a 
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Introducing This Month’s Authors 





In his capacity as vice-president and director 
of budgets of the Worthington Pump and 
Machinery Corporation, Frank Klein (“Budg- 
eting During 
Changing Price 
Levels,’’ page 
667) is responsi- 
ble for the formu- 
lation and opera- 
tion of that cor- 
poration’s variable 
budgetary control 
plan. He is, in 
addition, in 





charge of his 
company’s tax de- 
partment, being 
responsible for 
compliance with 

MR. KLEIN all federal, state 
and local tax 
laws. 


He has been a member of the Controllers 
Institute of America since 1937. In addition, 
he has been active in the National Association 
of Cost Accountants, having served as presi- 
dent of that association during the past year. 

Mr. Klein has addressed annual and other 
meetings of the Controllers Institute, and 
other organizations. He has also served as 
guest lecturer at various colleges, in connec- 
tion with which he was elected an honorary 
member of the Beta Alpha Psi. 


For nearly two decades Thomas I. Parkin- 
son (‘Everything Is Under Control,” page 
674) has been president of The Equitable 
Life Assurance So- 
ciety of the United 
States. Mr. Park- 
inson’s connection 
with “The Equi- 
table” goes back 
to June 1, 1920, 
however, when he 
became second 
vice-president. On 
February 19, 1925, 
he was named 
vice-president and 
on October 20, 
1927, was ap- 
pointed to the 
post he still holds. 
A native of Phil- 
: adelphia, he be- 
gan his practice of law in his home city in 
1922, subsequently being admitted to the New 
York bar in 1909. Later he was director of 
the legislative drafting department of Colum- 
bia University, which he also served as pro- 
fessor of legislation from 1917 through 1935. 

Mr. Parkinson, who was dean of the law 
faculty of the university, 1923-1924, has been 
active in other fields as well, a point that is 
quickly substantiated by indicating that he is 
a director of such organizations, in addition 
to “The Equitable,” as the American Tele- 
phone & Telegraph Company, the Borden 
Company, the Chase National Bank, the Con- 
solidation Coal Company, the Continental In- 
surance Company and the Westinghouse Elec- 
tric Corporation. In addition, Mr. Parkinson 
serves as a trustee of the Atlantitc Mutual In- 
surance Company, Columbia University, the 
Emigrant Industrial Savings Bank, the Gen- 
eral Education Board, the Rockefeller Foun- 
dation, and the University of Pennsylvania. 





"MR. PARKINSON 


Dr. Claude E. Robinson, (“The Controller's 
Interest in Public Opinion Trends,” page 664), 
president and founder of Opinion Research 









Corporation, was 
born in Portland, 
Oregon, and is a 
graduate of the 
University of 
Oregon, Class of 
1924. He received 
his Ph.D. in soci- 
ology at Columbia 
in 1933, his thesis, 
“Straw Votes, a 
Study of Political 
Prediction,” — be- 
ing the first de- 
finitive study of 
scientific public 
sampling. Dr. 
Robinson has written and lectured widely on 
the subject of public opinion trends. In 1936, 
he made the now famous prediction that the 
Literary Digest Poll would predict the wrong 
candidate for presidency. 

» After his graduation from Columbia, Dr. 
Robinson was employed as a financial statis- 
tician for three years, and then was associated 
for some time with Dr. George Gallup in the 
direction of the Gallup Poll. In 1938 he re- 
signed from the Gallup organization to estab- 
lish Opinion Research Corporation, which spe- 
cializes in sampling public opinion through- 
out the United States. Among other activities, 
Opinion Research Corporation publishes The 
Public Opinion Index for Industry which is 
widely read throughout American industry. 
This is a service underwritten by a number 
of the country’s leading manufacturing or- 
ganizations and trade associations. 





DR. ROBINSON 


Mr. Simon (“Corporate Surplus and Sec- 
tion 102,” page 660) is a widely known tax 
lawyer, author and lecturer on tax subjects, 
whose articles 


have been  pub- 
lished in “The 
Tax Magazine” 
and other legal 


periodicals. He 
was formerly chief 
tax officer of the 
Pennsylvania De- 
partment of Rev- 
enue. He has lec- 
tured at the 
Temple Univer- 
sity Tax Forum. 
He is also a mem- 
ber of the Phila- 
delphia Union 
League Tax 
Group, and has 
been one of its regular speakers. Recently, 
Mr. Simon served on a state-wide Tax Com- 
mittee of the Pennsylvania Economy League, 
which made a study of the Pennsylvania tax 
system in cooperation with the Pennsylvania 
Chamber of Commerce and the Joint State 
Legislative Committee. 

Mr. Simon is a graduate of the Wharton 
School of the University of Pennsylvania, 
Class of 1925, and the Law School of the 
University of Pennsylvania, Class of 1928. He 
is a member of Beta Gamma Sigma, national 
honorary scholastic society, and the Order of 
the Coif, national honorary legal society. His 
hobbies include golf, piano-playing and ama- 
teur composing. 


MR. SIMON 


Dwight W. Sleeper (“Insurance Coverage 
Analysis is Important,” page 681), who directs 
the Insurance Buyers’ Council, studied at 






















Massachusetts Ip. 
stitute of Tech. 
nology to be an 
electrical engi- 
neer. Thereafter, 
he served in the 
engineering de. 
partment of the 
Boston Elevated 
Street Railway 
Co. and later as 
a fire protection 
engineer for the 
Underwriters Bu- 
reau of New Eng. 
land, followed 

a period of actiy- 
ity, in connection with insurance and fire 
prevention engineering problems, with the Na- 
tional Lumber Manufacturers Assn. 

Although many articles of a professional na- 
ture, and many addresses before business and 
professional bodies, have been contributed by 
Mr. Sleeper he, nevertheless, finds time to be 
active in restoring an old neglected fruit or- 
chard on his Cape Cod, Massachusetts, prop- 
erty, to vigor and abundance. He believes— 
and, we believe, rightly so—that a judicious 
mixture of business trips and farming activity 
will qualify him for the long life which is 
so characteristic of his Cape Cod neighbors, 


MR. SLEEPER 


Economist and educator, William H. Stead 
(“Current Economic Conditions,” page 678) 
is now serving as vice-president of the Fed- 
eral Reserve Bank 
of St. Louis, hav- 
ing held that post 
since July 1, 1946, 
During 1944. 
1945, Mr. Stead 
was a member of 
the Board of Di- 
rectors of the 
bank. A native of 
Illinois and a grad- 
uate of Beloit 


College, Wiscon- 
sin, Mr. Stead 
pursued post 


graduate studies 
at the University 
of Chicago from 
which he received 
his M.A. degree in 1923, and at the Uni- 
versity of Minnesota where he became a Ph.D. 
in 1926. Until 1933, he was a teacher of eco- 
nomics at Beloit College and at the University 
of Minnesota. The next seven vears witnessed 
his activities as associate director and, later, 
as director and chief executive officer of the 
United States Employment Service, Washing: 
ton, D. C. In 1940, he began a five-year term 
as dean of the school of business and public 
administration and chairman of the departt- 
ment of economics at Washington University, 
St. Louis. Early in 1945, Mr. Stead went to 
Vanderbilt University, Nashville, Tennessee, 
as director of the Institute of Research and 
Training in the Social Sciences and chairman 
of the department of economics and _ business 
administration. 

He served as an official observer for the 
U. S. Government at the International Labor 
Conference and the Technical Placing Confer- 
ence, Geneva, Switzerland, in 1933, and as 
government adviser at the International Labor 
Conference in Philadelphia in 1944. A mem- 
ber of the American Economics Association 
and author and co-author of various books, 
pamphlets and articles in the field of employ- 
ment and occupations, including “Democracy 
Against Unemployment,’’ Mr. Stead is at pres- 
ent serving on a part-time basis as a mem- 
ber of the staff of the Council of Economic 
Advisers to the President, in Washington. 


—PauL HAASE 


MR. STEAD 
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Federal Banking Law Reports 


FOR BAN as LARGE AND SMALL — Here is something 


new, something needed, for everyone responsible for the 


managemenf and direction of banking activities. Here is 
something n@éw indeed, but time-tested, time-proved in 
actuality. Fo§ Federal Banking Law Reports has stability 
and experience ¢ ehind it, stemming as it does from the 
original repofter in this highly-technical field, first pub- 
lished in ies Hers is a swift, authoritative, and continuing 


teporter on the thousdnd- and-one federal laws controlling 


| banks and banking. 


SCOPE OF THE “REPORTS” — Spanning the whole work- 


| “day world of statutes, regulations, rulings,...court...and 


administrative decisions, returns, forms, reports, instructions, 


CCH TOPICAL 


concerning the important federal regulation and ¢& 

banks and banking. Pertinent full text provisionll forms, 
detailed explanations, editorial comments and suggestions 
make clear exactly what to do, and how and when and why 
to do it in handling every day banking puzzler under 
federal banking regulation. 

ISSUED WEEKLY — Swift reporting of new deyelop- 
ments as they “break” is traditional with the “Reports” — 


the editorial aim is “always first with the latest”. 


Write for Complete Details 


COMMERCE) CLEARING Housz; Ine, 
rere rers OF TOPICAL LAW REPORTS 


ORK WASHINGTON 4 
214 Ne MICHIGAN Ave. urine | arave BLD. MUNSEY BLOG. 


LAW REPORTS 
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Lidttortal Comment 


A Date To Remember 


page years ago this month—December 29, 
1931, to be exact—eight men gathered in what was 
then the Hotel Montclair, now the Belmont Plaza, in 
New York City, to form the Controllers Institute of 
America, in response to a call issued by*this commen- 
tator, after three months of preliminary organization 
work. 

It is a date that controllers everywhere should memo- 
rize, and observe annually. It is the real birthday of 
The Institute. For a number of years the men who 
made up that first group did get together on the anni- 
versaries of that birthday, and celebrate the progress 
that was being made by the organization. The war was 
largely responsible for the discontinuance of that prac- 
tice. It should be revived, and the observance of the 
anniversary should not be confined to that original 
group. Participation in it should be general. 

Controllers realize the real significance of the birth 
of their organization; business as a whole, too, recog- 
nizes that the services performed by controllers have 
helped thousands of companies over some exceedingly 
rough spots, and that these services are becoming in- 
creasingly valuable and useful as they become some- 
what standardized and procedures are refined, as the 
result of studies made by The Institute. 

But will controllers, even though they realize the 
significance of The Institute’s birthday, give it a 
thought on December 29? Fifteen years is not a long 
time in the life of such an organization. The Institute 
is perhaps still too young to inspire thoughts of venera- 
tion, but judged by the high esteem in which it is held it 
would seem to be safe to predict that, in years to come, 
December 29 will loom large in the minds of control- 
lers and that they will have lost enough of their diffi- 
dence about their own affairs to observe it in whole- 
some fashion. 


Another Hard Year for Controllers Lies Ahead 


N the whole, the progress made in 1946 toward 
restoration of a sound economy was good, con- 
sidering the untoward developments in the labor field 
which marked this period. A year ago business was 


658 


hopeful about 1946. It could not foresee all of the 
railroad, steel, mining, electrical goods, trucking, mari- 
time, and other strikes which delayed reconversion and 
prevented industry from getting back to full peace 
time production. Today business is trying to continue 
to be hopeful of the long range future, even though 
ominous labor clouds are hanging over the country 
which cause many misgivings concerning the course of 
business in the year ahead. 

Managements have tried hard to meet the emergen- 
cies which have been thrust upon them by the eco- 
nomic and labor developments of the latest twelve. 
month period. The postwar program which was 
evolved by the Controllers Institute of America more 
than four years ago, as a guide for controllers and for 
managements as well in the reconversion period, has 
served its purpose well and has enabled many a con- 
troller to avoid pitfalls into which he might have fallen. 
The report, “Wartime Planning To Meet Postwar Con- 
trollership Problems,” published late in 1942, was 
praised highly. Some additions were made to it in brief 
reports published in 1944 and 1945. 

Approximately 1,000 new members have been added 
to The Institute’s membership rolls since the first, and 
most comprehensive, report was published. It is sug: 
gested that if they have not read this report they ob 
tain copies as long as the supply lasts. There are a 
few hundred copies in stock. They will prove useful 
in the months ahead, even though a considerable por- 
tion of the report dealt with recommended steps to be 
taken while the war was being fought, in preparation 

Planned and controlled inventories appear to be ia}, 
the distant future; restoration of controls of expenses 
is only partly completed; the difficult accounting prob- 
lems presented by the termination of war contracts, an 
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the claims for refunds of taxes collected by the govett- 
ment on what were described as excess profits, are st 


to be solved. Much of the aftermath of war is yet to be 4 


cleared up. All of these problems call for the exercise 
of the highest degree of skill and wisdom on the part 
of controllers. 


In other words, another year-of hard work and 2 


tribulation is ahead for controllers. 








I! ing Ser 
ln be ii 
al pu 
ailed 











Forms A and B of OPA on Way Out 


HE Controllers Institute of America is being asked 

by members what is to become of Forms A and B 
of the Office of Price Administration now that that 
agency is practically being closed down? While a defi- 
nite statement has not been made by the OPA, it is 
“reliably reported” that business concerns will in the 
near future be relieved of the burden of filing these 
reports. An official statement to that effect is expected 
son. 

Other questions which arise are: What is to become 
of the information heretofore supplied to the OPA? 
Will a new reporting program be instituted, and if so 
by what governmental agency? 

Business men are of the opinion that the informa- 
tion reported in recent years on Forms A and B should 
be destroyed. It was supplied, on a voluntary basis, by 
approximately 40,000 companies, described as “re- 
spondents.”” 

There is a possibility that a new reporting program 
will be set up, perhaps by the Federal Trade Com- 
mission. This program might be on a sampling basis, 
iddressed to about 10,000 companies, who would be 
isked to volunteer the replies. If the making of replies 
were not compulsory, the method would be the same 
is that employed by the OPA. If such a reporting 
pogram is set up it will undoubtedly incorporate 
jome parts of Forms A and B, used by the OPA. 

The Controllers Institute was responsible for cut- 
ting down the OPA’s forms from twenty pages, as 
frst drafted, to four pages. Perhaps it may be neces- 
ary for The Institute to undertake a similar job, 
through the Advisory Committee on Government 
Questionnaires, with some other governmental agency, 
fa new reporting program is adopted. 

For the present it probably will be in order for con- 
ttollers to forego replying to the OPA’s Forms A and 
3, They will probably receive official confirmation of 
his change shortly. 
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Revision of SEC Reporting Forms Under Way 


ACK in the middle and late thirties the Securities 
and Exchange Commission was busy drafting the 
porting and registration forms needed to enable it to 
ibtain from corporations financial and other informa- 
lion which was necessary for the carrying out of the 
ibjectives of the various Securities Acts. 

From time to time the forms and their underlying 
itgulations have been amended, as experience dictated. 
Now comes an announcement that a somewhat sweep- 
tg series of changes are to be made, which are stated 
0 be in the interest of simplification, and for the gen- 
ttal purpose of lightening the burden on business en- 
hiled by the extensive report making previously te- 
ited. This is good news indeed. 

The Commission announces that Form $-1 will be 
implified, and Forms A-1, A-2, and E-1 will be wiped 
ut. These latter three forms, an announcement by the 
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Commission points out, which were adopted by the 
Commission early in the administration of the Securi- 
ties Act, have now been superseded by other forms, 
principally Form S-1. Form S-1 and the other forms of 
the “S” series represented a general revision of the in- 
formational requirements on the basis of experience 
gained in the administration of the Act. They also 
provided a simplified registration procedure not avail- 
able in the earlier forms. Under that simplified proce- 
dure much duplication was avoided through the filing 
of copies of the general prospectus as a basic part of 
the registration statement. 

While Form S-1 represented an improvement over 
the Commission’s earlier forms, a recent review of the 
requirements of that form indicates to the Commission 
that this form can be further simplified. 

In connection with this change the Commission pro- 
poses to effect certain changes in the items which must 
go into the prospectus and certain changes in other 
parts of the form. The changes proposed deal with im- 
portant acquisitions of property, description of capital 
securities, underwriting arrangements, information as 
to patents to be acquired, developed or exploited 
(which it is proposed to eliminate) ; information as to 
management contracts, individual remuneration of di- 
rectors and officers, information regarding the indem- 
nification of directors and officers, and the like. 

The Controllers Institute played an important role, 
when the first forms and regulations were being 
drafted, in keeping them within reasonable limits of 
simplicity, and thus saved business concerns large 
sums and many valuable work hours which would 
have been required if the first drafts of the regula- 
tions and forms had prevailed. It was one of the 
earliest services to business which was performed by 
The Institute. It brought forth many commendatory 
messages from controllers and business managements. 

It is to be hoped that close examination of these 
latest proposed changes will show that they will really 
simplify the reporting forms, and that additional bur- 
densome requirements have not been introduced. The 
interest of controllers in these matters runs high. The 

Institute’s Committee on Cooperation with the SEC is 
studying the proposed revisions. 


Judge Healy Will Be Missed 


Boye apace will be genuinely sorry to hear of 
the passing of Honorable Robert E. Healy, a 
member of the Securities and Exchange Commission 
from the time of its formation. He understood the 
problems of controllers and of business. He was a faith- 
ful public servant who will be sorely missed. 


To Controllers, a Full Measure of Holiday Joys 


O repeat the message to controllers which was 

given in December, 1945, this department wishes 

them a full measure of Christmas Holiday joys. May 

they take their minds off their problems temporarily! 
—A. R. T. 











To folks concerned with taxes the 
alarm being spread around—‘‘Watch out 
for Section 102’—has become so loud 
that one almost can imagine Paul Re- 
vere riding down the principal streets 
of our financial centers shouting, “Here 
comes Section 102—1look out—get ready!” 

Is it true that Section 102 is an animal 
with ‘‘a bark considerably worse than its 
bite’! or is Section 102 really a sleeping 
tiger? Much has been written of late in 
tax periodicals concerning Section 102 
and warnings of its impact in the postwar 
period have appeared in recent issues of 
various business reports.” 

The cries of danger are not based on 
any new court decisions, since recent cases 
have been very few, nor are they based 
apparently upon any action on the part 
of the Treasury Department in processing 
corporate tax reports for recent years. 
One of the men in the Technical Staff in 
Philadelphia remarked to me recently that 
he has not seen or heard of a Section 102 
case for several years. 

Despite this present lack of activity in 
the Bureau and in the courts, I am per- 
sonally convinced that there is justifiable 
reason for alarm, particularly in certain 
types of cases. On the other hand, my 
conclusion is that the larger corporations 
whose stock is not closely held need have 
little to fear from Section 102 in the near 
future. 

The danger is real and imminent in 
the numerous cases of individual pro- 
prietorships and partnerships recently con- 
verted to corporations during the year 
1946. In this class of cases the Treasury 
Department may raise havoc by a deter- 
mined and rigid application of Section 
102, and for that reason there is much 
cfystal gazing to try to guess the future 
policy of the Treasury Department. 

Let us, with as little attention to tech- 
nical detail as possible, examine this 
“monster’’—Section 102—and try to ap- 
praise its real striking power. 

The Code title of Section 102 is ‘‘Sur- 
tax on Corporations Improperly Accumu- 
lating Surplus.” It is a tax levied on the 
net income (as later defined) of a corpo- 
ration, and is in addition to the regular 
corporate net income tax and surtax. It is 
imposed upon a corporation “formed or 
availed of for the purpose of preventing 


* See article by Richard F. Barrett, Esq., July, 
1946 “The Tax Magazine.” 

*See for example, "A Tax Program for a 
Solvent America,” Ronald Press, 1945; “Ef- 
fects of Taxes Upon Corporate Policy,’ Na- 
tional Industrial Conference Board, 1943. 


Corporate Surplus and Section 102 
in the Postwar Period 


By A. Allen Simon 


the imposition of the surtax upon its 
shareholders or the shareholders of any 
other corporation, through the medium 
of permitting earnings or profits to ac- 
cumulate instead of being divided or dis- 
tributed.” (Italics supplied) 

The rate of tax is 2714 per cent. on 
the first $100,000 of “undistributed Sec- 
tion 102 net income” and 3814 per cent. 
of the sum in excess of $100,000. 

“Section 102 net income’ is defined 
as the corporate net income less the fol- 
lowing items: 

(1) Corporate income taxes. 

(2) Charitable contributions in excess of 
the 5 per cent. allowance. 

(3) Net capital losses. 

There is allowed as a further deduc- 
tion from net income to arrive at “andis- 
tributed Section 102 net income” the 
amount of dividends paid during the year 
(including “consent Fividends”) and the 
net operating loss, if any, of the preced- 
ing tax year. 


History OF SECTION 102 


Section 102 had its origin as far back 
as the year 1913 when the income tax was 
first imposed by the federal government. 
It was originally provided that where a 
corporation was fraudulently formed or 
availed of to evade personal surtaxes, the 
shareholders should be obliged to include 
their proportionate share of the corporate 
net income in their personal returns. 
Later, the tax was shifted from the share- 
holder to the corporation, and still later 
the personal holding company was made 
the subject of a special surtax. To make 
the Act more ceadily effective, presump- 
tions as to the unlawful purpose to avoid 
the surtax were included in the statute. 
As the section stands now, the finding of 
fact that the corporate earnings were ac- 
cumulated “beyond the reasonable needs 
of the business is determinative of the 
purpose” to avoid the personal surtax, un- 
less the corporation “‘by the clear pre- 


ponderance of the evidence shall prove to 
the contrary” (I.R.C. Sec. 102(c)). 

To instruct the Revenue Agents with 
respect to their duties in connection with 
Section 102, T. D. 4914 was promulgated 
in the year 1939, and in 1944 T. D, 5398 
was issued. 


BUREAU PROCEDURE AND POLICY 


Under T. D. 5398 the Revenue Agent 
must make a report in every case with re- 
spect to the application or non-applica- 
tion of Section 102. The Revenue Agents 
are provided by the Bureau with question- 
naires to be filled out in making the te- 
port. The Agents are directed to give 
“close attention’ to determine whether 
Code Section 102 is applicable in the fol- 
lowing cases: 


(1) Corporations which have not distributed 
at least 70 per cent. of their earnings (prob- 
ably of the current year in question) as taxable 
dividends. 

(2) Corporations which have invested earn- 
ings (probably either of the current year, or 
of prior years, or of the current and prior 
years) in securities or other property unrelated 
to their normal business activities. 

(3) Corporations which have advanced sums 
to officers or shareholders in the form of loans 
out of undistributed profits or surplus from 
which taxable dividends might have been de- 
clared. 

(4) Corporations, a majority of whose stock 
is held by a family group or other small group 
of individuals, or by a trust for the benefit of 
such groups. 

(5) Corporations the distributions of which, 
while exceeding 70 per cent. of their earnings 
(probably of the current year in question), ap- 
pear to be inadequate when considered in con- 
nection with the nature of the business or the 
financial position of the corporation or corpora 
tions with accumulations of cash or other quick 
assets which appear to be beyond the reason- 
able needs of the business. 


Departmental policy with respect to the 
determination of the “reasonable needs of 
the business” is set forth in part in a press 
release dated September 17, 1934, which 
still appears to be effective. This contains 
the following statement :" 








IS “102” MONSTER OR SCARECROW? 


In this appraisal of the “striking power” of Section 102, which deals with sur- | 
tax on corporations improperly accumulating surplus, Mr. Simon reviews its his- 
tory over three decades and discusses the guiding policy and regulations, os 
well as judicial concepts. The author, who delivered this paper at a recent meet 
ing of the Philadelphia Control, also lists seven methods of “minimizing the dan- 
ger”—plus three “Don‘ts”—in connection with corporate surplus accumulations. 





—THE EDITOR 
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“Among other things, the Bureau will con- 

der the hazards of that business, its normal 
we of expansion, any contingencies against 
which reserves ought to be set up, any unem- 
ployment insurance or employee benefits that 
yequire reserves, whether the surplus is ac- 
jively used in the business of the corporation 
mw is invested in lines of business foreign to 
its own, any other facts which the particular 
wrporation desires the Bureau to consider. 
While the Bureau intends to apply the Acts 
just as they were written, it has no purpose by 
interpretation to extend them beyond the in- 
tent of Congress. 
"No operating corporation accumulating sur- 
pluses and using the same in the business in 
which it is engaged should be apprehensive. 
As an illustration, a manufacturing company 
in good faith setting up surpluses for acquir- 
ing material, offsetting a fluctuation in wage 
sale, carrying the proper amounts to offset 
acounts receivable or accumulating a reason- 
dle reserve to pay present indebtedness, 
would not be taxed under Sec. 102.” 


The activity of the Bureau with respect 
to the application of Section 102 was 
naturally quiet during the war period for 
two very obvious reasons: (a) existence 
of the excess profits tax; (b) the necessity 
of accumulating earnings for postwar re- 
conversion. 

With the war at an end there is already 
agreat deal of talk (off the record) in the 
Bureau offices with respect to increased at- 
tention to the applicability of Section 102 
with respect to tax years starting with 
1946. 


COMMISSIONER'S REGULATIONS 


Before reviewing the court decisions a 
quick glance at‘the Commissioner's regu- 
lations indicates the following salient 
points in the Bureau’s interpretation and 
application of Section 102: 


(a) “A corporation is subject to taxation 
under Section 102 if it is formed or availed of 
for the purpose of preventing the imposition 
of surtax upon shareholders through the me- 
dium of permitting earnings or profits to ac- 
cumulate, even though the corporation is not a 
mere holding or investment company and does 
not have an unreasonable accumulation of 
earnings or profits; and on the other hand, the 
fact that a corporation is such a company or 
has such an accumulation is not absolutely 
conclusive against it if, by clear and convinc- 
ing evidence, the taxpayer satisfies the Com- 
missioner that the corporation was neither 
formed nor availed of for the purpose of 
avoiding the individual surtax.’ (Italics sup- 
plied) 

(b) “The mere fact that the corporation dis- 
tributed a large portion of its earnings for the 
year in question does not necessarily prove 
that earnings were not permitted to accumulate 
beyond reasonable needs or that the corpora- 
tion was not formed or availed of to avoid sur- 
tax upon shareholders.” 

(c) Presumptions—"If the Commissioner 
determines that the corporation was formed or 
availed of for the purpose of avoiding the in- 
dividual surtax through the medium of permit- 
ting earnings or profits to accumulate, and the 
taxpayer contests such determination of fact by 
litigation, the burden of proving the determi- 
nation wrong by a preponderance of evidence, 




















together with the corresponding burden of first 
0ing forward with evidence, is on the tax- 
payer under principles appliable to income tax 
cases generally, and this is so even though the 
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corporation is not a mere holding or invest- 
ment company and does not have an unreason- 
able accumulation of earnings or profits. How- 
ever, if the corporation is a mere holding or 
investment company, then the Internal Revenue 
Code gives further weight to the presumption 
of correctness already arising from the Com- 
missioner’s determination by expressly provia- 
ing an additional presumption of the existence 
of a purpose to avoid surtax upon sharehold- 
ers, while if earnings or profits are permitted 
to accumulate beyond the reasonable needs of 
the business, then the Code adds still more 
weight to the Commissioner's determination by 
providing that irrespective of whether or not 
the corporation is a mere holding or invest- 
ment company, the existence of such an accu- 
mulation is determinative of the purpose to 
avoid surtax upon shareholders unless the tax- 
payer proves the contrary by such a clear pre- 
ponderance of all the evidence that the absence 
of such a purpose is unmistakable.” 

(ad) “It is not intended, however, to pre- 
vent accumulations of surplus for the reason- 
able needs of the business if the purpose is not 
to prevent the imposition of the surtax.” 

(e) “Undistributed income is properly ac- 
cumulated if retained for working capital 
needed by the business; or if invested in addi- 
tions to plant reasonably required by the busi- 
ness; or if in accordance with contract obliga- 
tions placed to the credit of a sinking fund for 
the purpose of retiring bonds issued by the 
corporation. The nature of the investment of 
earnings or profits is immaterial if they are not 
in fact needed in the business. Among other 
things, the nature of the business, the financial 
condition of the corporation at the close of the 
taxable year, and the use of the undistributed 
earnings or profits will be considered in deter- 
mining the reasonableness of the accumula- 
tions.” (Italics supplied) 

(f) “The business of a corporation is not 
merely that which it has previously carried on, 
but includes in general any line of business 
which it may undertake. However, a radical 
change of business when a considerable sur- 
plus has been accumulated may afford evi- 
dence of a purpose to avoid the surtax.” 


(Italics supplied)* 
JUDICIAL CONCEPT OF SECTION 102 


In the period 1940 to 1944, inclusive, 
there were approximately fifty cases de- 
cided by the courts, principally the Tax 
Court, involving Section 102. The box 
score between taxpayer and Commissioner 
is fairly even in these cases. 

In the cases which the Commissioner 
won, the major factors resulting in the 
imposition of the penalty surtax were as 
follows: 


(1) The corporation was closely held. 

(2) Lack of proof of business need for 
surplus accumulation. 

(3) Corporate funds were used to make 
loans to stockholders. 

(4) Investments unrelated to the corpor- 
ate business were made. 


In the cases which the Commissioner 
Jost the principal factors resulting in a de- 
cision for the taxpayer were as follows: 


(1) Proven need for funds for expansion. 

(2) The corporation was not formed to 
avoid surtaxes. 

(3) The ratio of liquid assets to liquid 
liabilities was not excessive. 

(4) All investments were related to the 
corporation’s business. 





* Reg. 111, Sec. 29.102. 
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The lack of any clear-cut standards of 
measurement to determine the applicabil- 
ity of Section 102 is pointed out in one of 
the latest Tax Court decisions dealing 
with this subject, Universal Steel Com- 
pany v. Commissioner* Said the Tax 
Court: 


“In the numerous discussions and conclu- 
sions in cases of this character there is no set 
standard of measurement. Prominent factors in 
one case may become minor in another. Peti- 
tioner has the burden of establishing by a 
clear preponderance of the evidence that it did 
not permit its earnings or profits to accumulate 
beyond the reasonable needs of the business.” 


* * * 


“We believe that in the situation in which 
petitioner found itself, considering the whole 
picture, the ratio of working capital to sales, 
the prospective increase in sales, the reason- 
able desire and plans for increased facilities, 
the absence of any history of prior accumula 
tions, the fact that the law does not envision 
the stifling of normal growth, together with 
other facts of record, petitioner acted prudently 
and has proven by a clear preponderance of the 
evidence that it did not permit its earnings or 
profits to accumulate beyond the reasonable 
needs of the business. It follows that it has 
justified the nonpayment of dividends beyond 
the $8,000 declared and that petitioner is not 
subject to the provisions of Section 102.” 


It is to be noted that in the Universal 
Steel Company case the taxpayer paid div- 
idends of $8,000 in the year 1941 when 
net earnings after taxes amounted to about 
$135,000. The principal facts relied upon 
by the taxpayer were summarized by the 
Tax Court as follows: 


1. Petitioner was engaged in a hazardous 
business which had just passed the usual 
‘growing pains’ period. ee 

“2. Certain explainable errors of estimation 
of 1941 income and inventory occurred. 

3, Petitioner categorically denies any intent 
to use the corporation to shield the stockhold- 
ers from taxes. 

“4, In this case a minority stockholder, as 
general manager, was in complete control of 
operation of the business. 

“5. Its conduct was marked by the adoption 
of sound business policies based on the out- 
look under most unusual and highly competi- 
tive conditions. 

"6. There was pressing need for additional 
material and improved methods of preparation 
and serving of goods. 

“7, We have a situation where the capital 
retained by the petitioner was less than the 
amount needed to finance its business for the 
succeeding three months period and involved 
the operation of a business during one of the 
most erratic periods in history and under rap- 
idly changing governmental controls. 

“8. The operations of the business were 
conducted under a buying program over which 
petitioner had little control but was dependent 
upon the vagaries of mill development, with 
the consequent necessity of keeping a strong 
financial position. 

“To this summary we may add that the peti- 
tioner had a consistent prior dividend record; 
that its officers and stockholders borrowed or 
withdrew no money from it and that it in- 
vested no funds in securities or investments un- 
related to its business. It is also to be borne in 
mind that the year 1941 was, as one witness 
expressed it, a ‘flash year...” 


“Decided August 22, 1945 (C.C.H. Deci- 
sion 14,716). 
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The Tax Court has indicated in several 
of its decisions that the taxpayer seeking 
to set aside the Commissioner's findings 
of the applicability of Section 102 must 
prove a “complete lack of the condemned 
purpose....and if it does not fairly 
prove an absence of such purpose, it (the 
taxpayer) must fail, regardless of what 
other purposes (for the surplus accumula- 
tion) it may prove.’’® 

This statement of the Tax Court— 
which finds support in the U. S. Supreme 
Court case of Helvering v. Chicago Stock 
Yards Company’—contains a very omi- 
nous threat in Section 102 cases. 

In the Chicago Stock Yards Company 
case the taxpayer was formed in 1911, 
prior to the enactment of the Income Tax 
law, but this fact did not absolve it from 
liability for the penalty surtax. Said the 
Supreme Court: 

“A corporate practice adopted for mere con- 
venience or other reasons, and without tax sig- 
nificance when adopted, may have been con- 
tinued with the additional motive of avoiding 
surtax on the stockholders. The Board’s con- 
clusion may justifiably have been reached in 
the view that, whatever the motive when the 
practice of accumulation was adopted, the pur- 
pose of avoiding surtax induced, or aided in 
inducing, the continuance of the practice.” 


Corporations should be warned, there- 
fore, that it is not enough, apparently, to 
establish good business reasons for ac- 
cumulating surplus funds if alongside 
these reasons-there exists the purpose to 
‘avoid high surtaxes on the part of share- 
holders. I do not believe that the implica- 
tion exists in»the decisions of the Tax 
Court that a corporate taxpayer with a 
substantial surplus will usually be liable 
to the surtax penalty under Section 102 
merely because there is evidence that 
shareholders are in high surtax brackets. 
Were the Commissioner and the Tax 
Court to dwell too strongly on this point, 
there would be very few cases won by the 
taxpayers in litigation involving Sec. 102. 
The point is made, however, that the tax- 
payer involved in Section 102 litigation 
must be prepared to supply adequate testi- 
mony or documentary proof to negative 
the existence of any purpose to benefit in- 
dividual shareholders in retaining corpo- 
rate earnings. 

A further point of importance made by 
the Tax Court in the Corporate Invest- 
ment Company’ case is that the failure to 
distribute surplus in prior years, even 
though there may have been an intention 
to avoid personal surtaxes on shareholders 
in such prior years, does not of itself war- 
rant the Commissioner in imposing tax 


5 Trico Products Corporation v. Comm., 46 
B.T.A. 346, 374 (C.C.H. Dec. 12,425) citing 
R. L. Blaffer and Co., 37 B.T.A. 851, 856 
(C.C.H. Dec. 10,028; affirmed 103 Fed. (2d) 
487 (39-1 USTC Sec. 9486) certiorari denied 
308 U. S. 576.) 

* 43-1 USTC Sec. 9379, 318 U. S. 693, 63 
S. Ct. 843, 1943. 


740 B.T.A. 1156—Dec. 10,928 (Nonacq.). ~ 





under Section 102 for the current year. To 
impose the tax the Commissioner must 
find that there has been a failure to dis- 
tribute earnings in the current year and 
that all the other requisites for imposition 
of the tax exist in the current year. If, for 
example, earnings were large in the years 
1943, 1944 and 1945, but all the income 
for the year 1946 has been distributed in 
the form of dividends, Section 102 cannot 
be applied. 


MISCELLANEOUS POINTS BEARING ON 
THE APPLICABILITY OF SECTION 102 


An interesting point mentioned in a 
recent Tax Court case—Walkup Drayage 
and Warehouse Company et al v. Comm.8 
—is that a ratio of current assets to cur- 
rent liabilities of 2 to 2.5 is generally con- 
sidered reasonable in the present business 
world. 

The retirement of stock where there is 
a surplus is considered an unfavorable fac- 
tor for the taxpayer in Section 102 cases.® 

The issuance of stock dividends is con- 
sidered to be of no help in avoiding the 
application of Section 102.1° 


METHODS OF MINIMIZING THE DANGER 
OF SECTION 102 


If the corporate officers are well in- 
formed as to the scope of Sec. 102 the 
problem of avoiding the penalty surtax is 
a lot easier to solve. The principal steps 
advocated to keep on the safe side of the 
Section 102 line may be summarized as 
follows: 


1. Try to maintain a fair dividend pol- 
icy in relation to corporate earnings and 
surplus. 

2. Adequate Minutes should be main- 
tained of Directors’ meetings at which 
payment of dividends is considered. There 
should be incorporated in the Minutes, if 
possible, or at least by reference, a budget 
or estimate of cash and capital needs for 
the ensuing year. Reference should also be 
made in the Minutes to plans for expan- 
sion. If the company is sufficiently large 
to warrant the expense, perhaps an econo- 
mist’s report dealing with the present and 
future situation in the industry may be re- 
ferred to as supporting the dividend pol- 
icy. 
3. Where an expansion program has 
been decided upon, place purchase orders 
for new equipment, and such, even 
though delivery is to be delayed. 

4. If reconversion has been completed 


® Decided June 25, 
14,656 M). 

2.0:D. 300, 2..G.B: 25,462 CGH. See. 
679.07. See Adams v. Comm. decided April 
16, 1946, C.C.A. 3, 46-2 USTC Sec. 9238. This 
case involved the reorganization provisions of 
the Code, but a similar rule applies in Section 
102 cases. 


See W. H. Gunlocke Chair Co. v. Comm., 
C.C.A. (2d) 1944, 44-2 USTC Sec. 9511. 


1945 (C.C.H. Dec. 
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by the end of 1946, pay a fair dividend jf 
the financial. position of the company 
warrants it. If the estimated cost of recon. 
version .was much less than anticipated, 
explain this point in the Minutes as a tea. 
son for accumulation of surplus in recent 
prior years. 

5. Plan debt retirement where feasible. 

6. Consider redemption of preferred 
stock where it is not held in the same pto- 
portions by owners of common stock. 

7. In the case of a newly organized 
corporation taking over an existing busi. 
ness, don’t fail to keep memoranda indj- 
cating the “business purposes’ for the 
shift from an individual proprietorship or 
partnership to the corporate entity. 


In the case of closely held corporations, 
consideration may have to be given in a 
few extreme cases to the advisability of 
dissolving the corporation and subjecting 
the shareholders to a capital gains tax 
where a study of individual taxes might 
indicate a tax advantage in operating as a 
partnership. (Note: At the present rates 
of individual taxes there will be very few 
cases where dissolution of the corporation 
will appear to be a tax advantage to the 
shareholder as long as the business is to 
be continued. On the contrary, individual 
surtaxes in most cases will be found to be 
so high as to warrant the risk of the appli- 
cation of Sec. 102 and continuation of the 
corporation as the operating entity.) 

A brief summary of “Don'ts” would 
include the following: 


1. Don’t make loans to officers or 
stockholders. 

2. Don’t make permanent investments 
in securities or properties unrelated to the 
business. 

3. Don’t retire any portion of the stock 
where the stock is closely held. 


CONCLUSION 


The end of the war finds a great many 
corporations with substantial surpluses— 
the result of large earnings in the war pe- 
riod and inability to make adequate te- 
pairs and replacements. In a great many 
cases reconversion will have been substan- 
tially completed during the year 1946, 
and in others sufficient time will have 
elapsed for the corporation to definitely 
determine upon its postwar plans for te 
conversion and expansion. In most i 
stances, therefore, the Bureau will be in4 
position to demand something much more 
substantial than the story that “a large 
corporate surplus is required for post-wat 
reconversion and contingencies.” Corpo 


rate management must, therefore, prepafe 


now a full answer to any inquiry with te 
spect to the reasonable deed in the bus: 
ness of the corporation’s present surplus. 

The principal difficulty with Section 
102 is that if the Commissioner decides to 
“get tough” the taxpayer will often labor 
under a tremendous burden in ovefcoit: 
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ing the presumptions set up in the law 
and in proving the corporate “‘state of 
mind” in maintaining its surplus or (if 
recently organized) in proving what the 

pose was at the time the corporation 
was formed. Such a law is unsatisfactory 
ia failing to clearly outline the basis of 
tax liability. It puts a premium on careful 
“tax planning” and makes it difficult to 
gcurately forecast the corporate tax liabil- 
ity. Why, therefore, has Section 102 re- 
mained a part of the law almost from the 
inception of the federal income tax? The 
answer is that until some satisfactory solu- 
tion is found to the problem of taxing 
corporate earnings to the corporation and 
to the shareholder, and until some way is 
found to equalize taxes on incorporated 
and unincorporated businesses, attempts 
will always + made to shift from one 
form of doing business to the other to re- 
duce tax liability. Obviously, if during the 
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early years of low tax rates it was neces- 
saty or desirable to have a clause like Sec- 
tion 102 in the Code, during the present 
period of high tax rates Congress can 
hardly be expected to eliminate from the 
statute a dub which can be used by the 
Commissioner to bring out of hiding busi- 
ness earnings which should be fairly sub- 
jected to high tax rates. In the absence, 
therefore, of any drastic change in the 
method of taxing corporate earnings, we 
cannot expect legislative relief from the 
threat of Section 102. 

As corporate controllers, your problem 
may be easy or difficult, depending age 
whether or not your corporation stock is 
widely or closely held. If the stock is 
closely held, your clear duty would seem 
to be to make the directors fully cognizant 
now of the possible application of Section 
102 to the current tax picture. To be fore- 
warned is to be forearmed! 


The Controller's Qualifications 
and His Authority 


In the course of a discussion on “The 
Place of the Controller in the Business 
Organization,” at a recent meeting of the 
Detroit Control of the Controllers Instt- 
ite of America, the following observa- 
tions were presented by Mr. E. A. Grat- 
ton, controller and assistant treasurer of 
Bundy Tubing Company, Detroit, Micht- 
gan. 

—The Editor 


In considering the best method of ap- 
pointing a controller and the authority he 
should have, I believe the issues involved 
should be separated into three major fac- 
tors, namely 


1. A complete analysis by the employer of 
what he expects from the controller, 
and the place in his executive organiza- 
tion he expects him to full. 

2. Some of the qualifications required. 

3. The authority he should have. 


I realize that the individual selected for 
the position of controller should be one 
who possesses executive initiative and 
know-how, but I believe because of the 
difference in organizations, and the differ- 
tice in conception of controllership 
within these organizations, that it is ex- 
tremely important that the employer first 
determine: (1.) What does he want the 
controller to do, and (2.) what will be 
his standing in sthe organization—staff, 
line or a combination of staff and line op- 
eration. 

After this has been decided, the em- 
“ye may also decide that he would 
like the assistance of his public account- 
ing firm to determine that the applicant 
Possesses the required accounting back- 
ground. 


Now that the employer has determined 
his needs, let us take a look at some of the 
qualifications the applicant should have: 


A. College education or its equivalent, 
majoring in Accounting and Busi- 
ness Administration. 

B. Rounded out experience in General 
Accounting principles and practices. 

C. Rounded out experience in Cost Ac- 
counting principles and sae 

D. Good knowledge of Timekeeping and 
Payroll procedures. 

E. Good knowledge of shop operations. 

F. Good understanding of corporate taxes 
and other government laws affecting 
business. 

G. Sound working knowledge of the 
general functions of other divisions 
of an average Company. 

H. Keen analyst. 

I. Ability to determine Management's re- 
quirements from a facts and figures 
point of view. 

J. Ability to analyze from facts and fig- 
ures, current trends and future possi- 


bilities. 

K. Ability to clearly and quickly cope 
with new problems. 

L. Ability to lead others to secure desired 
results. 

M. Ability to receive as well as give new 
ideas. 


I have not attempted to list these quali- 
fications in the order of their importance, 
nor do I believe that all of the qualifica- 
tions have been listed. 

There is no doubt in my mind but that 
many employers have been given ample 
proof of the high standard of efficiency 
required of the controller, because of the 
exacting demands that were forced on con- 
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trollers during the war period by govern- 
ment legislation, such as price control, 
wage stabilization, renegotiation, C.M.P. 
controls and other government require- 
ments. Having successfully accomplished 
these tasks has in a way set a pattern of 
qualifications for future controllers. 

Now we come to the question of the 
authority the Controller should have. 
First, I would like to mention that I be- 
lieve Mr. Warren G. Bailey has very ably 
and completely covered this subject in the 
February, 1946, issue of ‘The Control- 
ler.”” There is not much that I can add to 
it, except that I do not believe that the 
controller’s authority can come through 
the issuance of a note or a letter from the 
operating head. I believe that his appoint- 
ment to the position of controller indi- 
cates authority to fulfill his duties, but I 
believe real authority is acquired through 
actual performance. I do not think the 
controller should ever worry about how 
much authority he will have or should 
have, but should concentrate on the kind 
of service he can render to his particular 
company and the authority will take care 
of itself. 

It is understood, of course, that the 
controller will have line authority within 
his own organization. What I am talking 
about is authority beyond his own organi- 
zation. I believe that if he can accomplish 
greater results by operating on a staff hii 
he should do so. The controller himself 
will have to determine his course of ac- 
tion in accordance with conditions exist- 
ing within his own organization. 

Continued aggressive, well planned, 
sound effective service which results in 
overall successful accomplishment within 
his company will result in the controller 
having all the authority he needs. 


Federal Tax Burden Varies Among States 


The Federal Government got from 
New York in fiscal 1946 $19.95 of every 
$100 it collected—just about $1 out of 
each $5 in Federal tax collections for the 
nation and territories or possessions. 

At the other extreme among the States, 
it got from Wyoming only 8 cents on 
each $100 it took in from all sources. 
Hawaii outranked many States by provid- 
ing 35 cents on each $100; Puerto Rico 
trailed all others by turning in only 1 cent 
on each $100. 

But these turn-ins, as the bureau 
pointed out, were not truly indicative of 
the tax burdens carried by the people of 
those States and possessions, since the 
taxes may be eventually borne by persons 
far from the point of collections. 

For examples, taxes on cigarettes, autos 
and liquor are collected at the factory and 
credited to the State where the factory is 
situated, but the burden of those taxes 
falls eventually on smokers, motorists, and 
drinkers across the nation. 


The Controller's Interest in 





Public Opinion Trends 


The front page of “The New York 
Times,” in a recent issue, had headlines 
that offer a highly significant commen- 
tary on present day trends. One head- 
line said: “Unparalleled Meat Famine 
Predicted for the Country.” Another 
headline read: ‘Halt in Home Building 
Near as Black Market Costs Soar.” 
“Contractors Quitting to Await Better 
Days as 75 per cent. of Supplies go Un- 
derground and Shoddy Materials are 
Offered.” 

What is the significance of these 
headlines ? 

They mean that America today is try- 
ing to solve her key economic problems 
by political action and the solutions are 
not working out very well. Broadly, 
there are two great equations for solv- 
ing economic problems. One is the 
equation of political action and the 
other is the equation of the free mar- 
ket. 

All of us know only too well the de- 
vices employed by political action. They 
are: rationing, priorities, price fixing, 
economic controls, alphabetical admin- 
istration, bureaucratic organization, 
taxes, and mazes of red tape. 

Not all of us I fear are as well ac- 
uainted with the free market solution 
or economic problems. We know it in- 

cludes, such things as private property, 
individual responsibility, risk of loss in 
order to make a profit, competition, 
and consumer sdibaciaee, But some 
businessmen seek to escape the pressure 
of competition just the same as does 
John L. Lewis or Caesar Petrillo. There 
is great need today for industrial lead- 
ers to brush up on their knowledge of 
the mechanics of the free market and to 
reaffirm their faith in them as a solvent 
of economic problems. 

All over the world today, people are 
struggling with this terrible dilemma of 
whether to attempt the solution of eco- 
nomic problems by political action or 
by the devices of the free market. Rus- 
sia has long since gone whole hog fot 
statism. Many of our people were in- 
clined to cheer, but there now begins 
to come out from behind “the iron cur- 
tain” a literature of disillusionment. 


Kravchenko’s, “I Chose Freedom,” tells 
a bitter story of tyranny, brutality and 
fear. 

England is trying its version of na- 
tionalization where the people are to re- 
main free, but the state is to own and 
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manage most of the economic machin- 
ery. I have not yet seen a competent ex- 
planation of how England is to remain 
free despite concentration of economic 
power. The mechanics of society, it 
seems to me, make liberty a function of 
the decentralization or atomization of 
power. A national plan cannot work 
unless people conform, and to get 
people to conform to the plan, you 
must at some point coerce. History will 
prove, I believe, that nationalization 
and liberty do not and cannot mix. 
Freedom for the individual can exist 
only in a social climate where power is 
spread around. The founding fathers of 
the United States showed their great 
insight into this principle when they or- 
ganized the American government 
around the system of checks and bal- 
ances. 
STATISM AT HOME 


And do not let anybody tell you that 
this struggle over statism is foreign to 
our country! It is the biggest issue fac- 
ing this nation since the Civil War. It 
is one of the issues being debated by 
management and labor unions. It is the 
principal cleavage today between the 
Democratic and Republican parties. 

Collectivism has a fascination for 
many people. They want to nestle in 
the bosom of a larger social group. 
Their thinking is dominated by preoc- 
cupation with the symbols of security. 
They fondly hope. It is not easy to 
visualize the real quality and price of a 
social merchandise they are asked to 
buy. The extension of O.P.A., the at- 
tempt to “expedite” building by gov- 
ernment control, the extension of gov- 
ernment credit, the intervention of gov- 
ernment in labor disputes, the attempt 
to put medicine under federal supervi- 
sion, the expropriation of wealth through 
confiscatory taxes—these are all indica- 


tions that the battle over statism is well 
under way. 

Over the past fifteen years, industrial 
management has taken a terrific licking 
in this battle. You have lost much of 
the power of decision in labor matters, 
in finance, in control of your reserves, 
in prices you can charge. The biggest 
single problem you have today is to re. 
establish your leadership with the pub. 
lic, to again gain their confidence in 
your service for the common good, to 
get their backing for the free market 
solution to our economic problems 
which is the solution that you are prac. 
ticing. Most of you, I am sure, believe 
fundamentally in our _ capitalistic 
economy; it has many shortcomings, it 
needs to be improved in many ways. 
But there can be no denying that 
America has become great under capi- 
talism. Our standards of living are the 
envy of the world. Our freedom of 
movement, freedom of religious wor- 
ship, freedom of speech, freedom of 
vote, freedom of economic opportunity, 
has never been approached by any other 
pore. Political solutions for economic 
problems, we have seen, have led only 
to poverty and tyranny and war. Politi- 
cians are long on promises and short on 
delivery. If you inspect it with any care, 
you will see that the social merchandise 
they offer is shoddy. It will not live up 
to the claims made for it and the price 
is very high indeed. 

What then is the appeal of collectiv- 
ism? Why has collectivism been so suc- 
cessful in selling this shoddy merchan- 
dise? We have given a good deal of at- 
tention to this problem and it does 
yield to analysis. I think one of the rea- 
sons is that collectivists are good sales- 
men. They understand how to sell 
ideas, and the key to their selling pro- 
gram is that they talk about the goals to 
be achieved. They talk about the more 
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TELLING THE CORPORATE STORY 


To the controller’s important role of analysis, notes the author, there is added 
the increasingly important function of intelligent, concise and believable pres- 
entation of the figure-facts that tell the story of his corporation’s activities and 
earnings, and its contributions to the economy and to society. Dr. Robinson is 
president of the Opinion Research Corporation, which is currently undertaking 
“An Inquiry through Public Opinion Research into the Degree of Acceptance by 
the Public of the Facts and Figures of Business Accounting,” for the Controller- 


—THE EDITOR 
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abundant life, the better days, job se- 
curity, old age pensions, high wages, 
high standards of living, better hous- 
ing, medical care for all, help for ‘the 
little man.” All these, say the collectiv- 
ists in their selling talks, can be 
achieved if the public will go along 
with their ideas of political action. 

The free market fellows, on the 
other hand, are what we might call 
means-minded. They are preoccupied 
with the means for achieving goals 
rather than the goals themselves. They 
see no good in impractical means, no 
matter how noble the ends. They feel 
they have to deliver on their promises. 
They shy away from proclaiming their 
goals, even though they have achieved 
the goals that the people want better 
than any other teatacilip, They have 
allowed the collectivists to capture 
identity with the good life. They have 
allowed themselves to be maneuvered 
into a position where they appear to 
oppose the good life. The obvious 
course for the proponents of free mar- 
ket solutions is to identify themselves 
with the people’s goals. They have the 
means that work, but they fail to hook 
up these means with the desired end. 
They need to appropriate the good life, 
- assert it, to proclaim it. That is one 
idea. 


TEST OF MOTIVE 


The second is this, and I am explain- 
ing here why in spite of the merchan- 
dise that is offered, the collectivists 
have gone as far as they have. It is an 
interesting fact that people judge lead- 
ers largely by motives they ascribe to 
their leaders. The public feels well able 
to touch tangibles, such as automobiles, 
clothes and food, but they have diffi- 
culty in judging intangibles such as the 
maintenance of membership, O.P.A. 
price control, and the Bretton Woods 
agreement. So they fall back on a short- 
handed judging device: the test of mo- 
tive. Is the leader trying to do the right 
thing? Is his heart in the right place? 
Is the leader for the goals the people 
want ? 

Now, the collectivists have under- 
stood this principle thoroughly. It was 
the secret of Franklin D. Roosevelt’s 
vote-getting power. It was the basis for 
Chester Bowles’ appeal for the con- 
tinuation of the O.P.A. Mr. Bowles, for 
example, did not argue the question of 
whether you would get better meat, 
more meat, at cheaper prices, through 
the intervention of the O.P.A. His 
whole tactic was based on the fact that 
egag were afraid of the higher cost of 
iving and he planted in their minds 
the idea that the O.P.A. was trying to 
stabilize the cost of living. The result 
was a popular vote of about eight to 
two for the continuation of O.P.A. 

The advocates of the free market so- 
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lution are afraid to display their good 
motives for fear they will be making a 
promise. The important thing they miss 
is that people do not ask business lead- 
ers to accept responsibilities for forces 
beyond their control, but they do insist 
that their leaders be openly and hon- 
estly trying to solve social problems. 
That is the second point: the need to 
display good motives. 

The third point is this: The collectiv- 
ists say that you who are in industry are 
charging too much for the social service 
you render, or, in other words, you are 
making too much profit. We have made 
many studies on this question through 
our—Public Opinion Index for Industry. 
try. 

It is quite evident that the public has 
a fantastic misconception of the fee 
that you charge for your social services. 
Our studies show that people think that 
you make 30 per cent. in wartime; and 
that you make 25 per cent. in peacetime. 
They think on the average a fair profit 
is about 10 per cent. 

According to the National City Bank, 
of New York, the profit made by all 
manufacturers from 1927 to 1943 was 
5.9 per cent. on investments and 2.9 
per cent. on sales. 

We asked workers, “Of the money 
that goes to workers, top management 
and others, who makes the most?” Fifty- 
four per cent. say that owners and top 
management make the most. Only a 
third of the people say that workers 
make the most. 

We asked workers how they thought 
the dollar was divided between workers 
and owners and management. Well, a 
third of them could not guess, but those 
who had opinions said that 25 per cent. 
goes to the worker and 75 per cent. to 
the owners and bosses. The truth is that 
about 87 cents on the dollar goes to the 
workers and 13 cents goes to the own- 
ers and bosses. 

I could give you much more evidence 
on this point, but let us accept the fact 
that there is a fantastic misconception 
of how much profit you make. 

Granted that people do not know 
how much companies earn, what differ- 
ence does it make? : 

It makes a lot of difference because 
many things happen as a result of false 
notions of company profits. It is, for 
example, one of the primary reasons 
why people say they need a union. The 
worker says: ‘Companies do not pay as 
high wages as they are able. They have 
to be forced to pay higher wages.” 

It is one of the primary reasons why 
men think that they can produce less 
and get more. Historians will certainly 
look back over this period and say that 
this is a queer mood for the American 
public to be in because all of our eco- 
nomic history shows that people have 
automobiles and bath-tubs and radios 
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and leisure because we have learned 
how to gather capital, buy tools, pro- 
duce more per man unit, thereby reduc- 
ing the price and increasing the stand- 
ard of living. 

It is at the basis of unrealistic wage 
demands. Many workers thought that 
30 per cent. was a reasonable wage de- 
mand because companies were making 
so much profit. 

It is the basis for unrealistic price 
control policies of government. 

And, finally, it is the key to the idea 
that you manage your business without 
heart. You sit on your money bags. 
You make a tremendous profit, but you 
won't share it. You have no humani- 
tarian impulses—you are making 25 
per cent. profit and you won't “divvy 
up.” This idea is so all-persuasive that 
at a recent meeting in New York of 
stockholders of one of our largest com- 
panies, a stockholder said: “Mr. Presi- 
dent, in view of the times, I think that’ 
this company ought to limit its profits 
to 6 per cent. on sales.” 

The president said, “Well, Mr. Stock- 
holder, what you are really asking for 
is a change in management.” 

“Oh no,” the stockholder said, “I am 
not asking for a change in management. 
I am perfectly satisfied with the manage- 
ment we have, but in view of the times 
I think we should limit our ms weg 

“Well,” the president said, “what you 
are really asking for is a change in man- 
agement because at no time in the history 
of this company have we ever made more 
than 3 per cent. profit.” 


UNDERSTANDING NEEDED 


Now, what would happen if we 
could get people to Bir le the 
truth about profits? Well, many things 
could happen. First, there might be 
more interest in real wages. All students 
of economics know that the important 
point is the real wage, not the money 
wage. I will work for ten cents per 
month if I can buy more with my ten 
cents than with what I make now. 

Also, the truth about profits might 
lead to more realistic wage demands. 
The country fears another round of 
strikes resulting from unrealistic wage 
demands, and, in turn, springing from 
the conception that these can be paid 
because you are making a tremendous 
amount of profit. 

It might result in more realistic gov- 
ernment policies, because, as I say, the 
policy of government over the past 
year has been controlled by the idea 
that rising wage costs should be ab- 
sorbed out of profit. 

It might be easier to convince the 
public that management is managing in 
the public good. 

It might also be helpful in explain- 
ing to the public that the worker is the 
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chief gainer from capital investment; 
that capital investment is the secret of 
our yaaa power. 

It also might help industry convince 
the people that wages are a result of 
production and any time we choose to 
become less productive, then real wages 
must go down. 

And so you can see from this, that 
we have hold here of an extremely im- 
portant idea because, if we can get the 
facts about profits from your desk into 
the minds of the public, then one of 
the most significant steps for increasing 
the public respect for your leadership 
will have been taken. Controllers most 
assuredly have a problem of communi- 
cation. You not only analyze and con- 
trol industry's financial and other op- 
erating figures, but you must accept, if 
you are going to be realistic about it, a 
further responsibility for making this 
information intelligible to the public. 
Lack of understanding of the basic facts 
of what companies make is at the seat 
of much of your public relations diff- 
culty. It is one reason why the politi- 
cians and the labor leaders have taken 
the play away from you over the last 
fifteen years and reduced the area 
where your decisions are final. 


FOUNDATION’S PROGRAM 


In our research for the Controller- 
ship Foundation, we are raising the 
question of how people get erroneous 
ideas about company profits. How do 
they get these fantastic misconceptions 
of the fact? Secondly, we are asking 
what is the believability of corporate 
reports. Does the public say that the re- 
ports are unreliable, that there are hid- 
den profits and other manipulations to 
deceive. the reader? Next, what is the 
understandability of these reports? We 
are planning to conduct an experiment 
which will show the degree of under- 
standability for various groups in the 
population. How intellegible to the 
average man is the language you speak? 

You of the controllership profession 
must give a great deal of thought to the 
pene of communication. I think we 

now something about the probable 
trends. We know that one trend which 
is gaining more and more hold is the 
trend toward simplification. 

And I suppose this is several years 
ahead of the game, but you see some 
companies working now to invent more 
dramatic vehicles for carrying ideas 
about the finances of the company. 

I do not mean by this that the control- 
lers should write their reports for ten- 
year-old mentalities. Rather the approach 
should be in the same spirit as that of 
talking to a board of directors. When you 
make a report to a board of directors, or 
to the chief executive officer, you are fre- 
quently advised to “Put it on one page,” 





or “Make it intelligible.’”” You know from 
your own experience that you get better 
results in your own organization when 
you make your information dramatic. You 
do not talk down to people—you can be 
dignified without being dull. To get ideas 
across to your own colleagues, it is neces- 
saty to use good techniques of communi- 
cation and the same principle works with 
getting ideas across to the public. 

This problem of communication repre- 
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sents a very great challenge to the control- 
lership profession. It may take several 
years to advance the communication pro- 
ficiency of the profession, but the trend is 
definitely in the direction of more effec- 
tive communication and I want to congrat- 
ulate your organization for being in the 
van in tackling this problem. If the simple 
economic facts of business can be gotten 
across, a lot of corporate public relations 
difficulties will be solved! 


Wartime Factors Seen Affecting 
Reconversion Financing 


Although the financial position of many 
business enterprises strengthened greatly 
during the war, the post-war demands for 
funds by business during reconversion 
have exceeded by a wide margin the esti- 
mates made by the Department of Com- 
merce before the middle of last year, the 
Federal Reserve Bank of New York says 
in its monthly review of business and 
credit conditions. 

While ascribing some of this financing 
to the determination of management to 
maintain cash reserves for bridging recon- 
version stoppages brought on by short- 
ages and labor problems, the bank points 
out, too, that many postwar expansion 
programs are taking on larger propor- 
tions than was held possible during the 
war, and that the higher price level re- 
quires a larger amount of funds to trans- 
act even the same physical volume of 
business. 

The Reserve Bank concludes that the 
general tendency emerging is the broad- 
ening of the postwar new issue market to 
include a wider range of business enter- 
prises and as to size of business. 


RESEMBLES WARTIME CONDITIONS 


“Nevertheless, in the predominance 
of issues of manufacturing companies, the 
postwar capital market more closely re- 
sembles wartime than peacetime condi- 
tions,” the bank says. “The return of 
normal conditions may be accompanied 
by a decline in the proportion of manu- 
facturing issues and an increase in that of 
the other industrial groups, the utilities 
and the railroads in particular.” 

For the twelve months ended last June, 
the major purposes for which new capital 
financing was undertaken were assigned 
by the bank the following rough weights: 
reconversion and additions to “‘war’’ in- 
dustries, one-third; postponed additions 
to and replacements of productive facili- 
ties in other manufacturing industries, 
one-fourth; capital needs of rapidly grow- 
ing industries, chiefly the airlines, 15 per 
cent.; newly organized companies, 5 per 
cent.; and expansion of all other indus- 
tries, the remaining 22 per cent. 


The gathering momentum of “new 
money” security flotations during the 
post-war period just about doubled be- 
tween the first and second halves of 1945 
and increased another 30 per cent. in the 
first six months of 1946, the Federal Re- 
serve points out. In the twelve-month 
ended last June 30, commercial and in- 
dustrial loans of all insured commercial 
banks increased 2.8 billion dollars to the 
highest level on record. Corporate secu- 
rity flotations for strictly new money pur- 
poses also reached the greatest volume 
since the late twenties or early thirties, 
and totaled 1.4 billion dollars in the 
twelve months ended on June 30. 


New Money IssuEs RISE 


Sharp gains were recorded in the new 
money issues of both manufacturing and 
non-manufacturing industries, the latter 
group including railroads, electric and 
gas utilities, airlines and other transporta- 
tion, communication and utility com- 
panies. Security flotations of air transport 
companies were particularly heavy, as 
public demands for their services have 
been great and their capital requirements 


correspondingly large. 


However, offerings of ‘“‘nonwar’”’ manu- 
facturers fell off in the first six months 
of 1946 from the total for the preceding 
six months, almost solely because of a 
drop in new issues of food, beverage and 
tobacco companies. New securities of the 
railroads also declined, but to some ex- 
tent this may merely have been the re- 
sult of a shifting of the channels of 
financing, as railroads purchased rolling 
stock through the banks on the security 
of conditional sales contracts to an in- 
creasing extent, instead of through the 
sale of equipment trust certificates in the 
capital market, the bank said. 

New financing of about thirty-five com- 
panies organized in 1945 and 1946 (ex- 
cluding concerns created to acquire long 
established enterprises) came to nearly 
85 billion dollars, or more than 5 per 
cent. of the total volume of new money 
offerings in the twelve months ended June 
30, 1946. 
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One of the fundamental laws of na- 
ture is the preservation and the multipli- 
cation of her creatures and products. 
The farmer, working in harmony with 
these laws, knows that with proper con- 
servation of his soil, and good manage- 
ment of his animals and crops, he can 
take from these products enough value 
to pay for the many things he cannot 
produce, and have a surplus to plow 
back into his farm for its future growth, 
or to retain for those years when there 
may be crop failures. 

Similarly, industrial business enter- 
prise has for its objective the produc- 
tion or conversion of nature’s products, 
or the rendition of services incidental 
thereto, in such manner that values will 
have been created in excess of those re- 
quired for the production of the ma- 
terials and services so that these may 
be employed for the future growth or 
expansion of the business, or conserved 
for those years when economic condi- 
tions make it impossible to recover 
from. sales revenues all of the costs of 
production and distribution. 

Therefore, one of the first purposes 
of business management is to predeter- 
mine how the resources available to it 
may be employed most effectively, which 
means with the least wastage of mate- 
rials, energy, and facilities. This utiliza- 
tion of materials, of energy, including 
labor, and of manufacturing facilities 
and other capital investments, obviously 
encompasses a// of the activities of the 
business. When the mechanical or chem- 
ical engineer develops a quality prod- 
uct, and the manufacturing processes 
require a minimum use of component 
materials and contributory labor, the 
preliminary or planning effort is only 
partly completed. In other words, the 
ang aga of a company’s product 
must be pursued to its logical conclu- 
sion, the development of a satisfactory 
profit. It is this profit planning proce- 
dure that we shall now discuss in some 
detail, so that we may develop an or- 
derly method of (a) assigning to each 
department head his share of responsi- 
bility for the attainment of the com- 
pany’s business and profit objectives, 
and (b) measuring his performance 
with his assigned responsibilities so that 
corrective action may be taken if and 
when needed. 

And if we are to assign responsibil- 
ities for accomplishments to each divi- 


Budgeting During Changing 


Price Levels 


By Frank Klein 


sion head or manager, their duties must, 
of course, not be overlapping; nor may 
the reported results achieved by each be 
merged with those of any other respon- 
sible head. In other words, our reports 
must attempt to unscramble extraneous 
conditions and hold the respective ex- 
ecutive accountable only for those re- 
sults over which he can exert control. 
Related to this principle of clear cut re- 
porting of individual responsibility is 
the necessity also of adjusting controls 
or standards for general price and cost 
changes enforced by external or eco- 
nomic conditions, such as we have wit- 
nessed in recent months. 

In order that we may carry our dis- 
cussion on a more concrete basis, I sug- 
gest we concentrate our attention on a 
hypothetical company manufacturing va- 
ried products on a job order basis, as well 
as some standard products, and selling 
these, both at retail and through dealers. 
Some of the problems of this type of 
company will be found in all other kinds 
of manufacturing companies. 


REPORT OF UNBOOKED CAPACITY 


Our first step is to determine how it 
may employ, most profitably, the manu- 
facturing facilities at its disposal. Since 
a number of products can be processed 
only on specific types of productive fa- 
cilities, it will be necessary to determine 
from the Production Department of 
each plant its capacity to produce its 
several lines of products, stated in sales 
dollar values. If product A was pro- 
duced in a single department, then the 
total number of units that this depart- 
ment was capable of producing in a 
standard work month times current 
sales prices would constitute its billing 
dollar capacity of that product. If sev- 
eral different products can be produced 
over the same facilities, these would be 
grouped and a combined billing dollar 






capacity determined for the group. For 
each product, or group of products, 
there would be shown, on the first line, 
this potential billing dollar capacity by 
months. On the second line there 
would be shown the billing values 
scheduled for production, representing 
unfilled orders. The third line, being 
the difference between the first two, 
would represent unbooked capacity. 

It is obvious, since these capacities 
are stated in sales values, that a general 
price increase or decrease in any or all 
of the products would require adjust- 
ment on this schedule by percentage in- 
creases or decreases in the total capacity, 
as well as the scheduled production, and 
the unbooked capacity lines. In the inter- 
est of brevity, examples herein used are 
in terms of price increase only. 


BOOKING OF SALES QUOTAS 


With this tabulation as a general 
guide to possible delivery dates for the 
various product lines, the General Sales 
Department, in consultation with its 
field representatives, would establish 
booking quotas for the year ahead. This 
does not mean, of course, that booking 
quotas will represent the unfilled ca- 
pacities of each product, but rather they 
will represent that business which field 
studies indicate will be attainable, after 
giving consideration to the ability of 
the Works to produce the volume within 
the required delivery dates. 

A further consideration that would 
be given by the Sales Department in 
the establishment of its quotas by dif- 
ferent lines of products is the cost or 
profit ratios for each line. This tabula- 
tion, prepared by the Standards De- 
partment, consists of the budgeted 
normal shop cost, the allocation of 
budgeted commercial expense, and the 
indicated total cost ratio as related to 
the sales dollar, for each line of prod- 








MAKING GOOD MANAGEMENT BETTER 


The coordinated thinking and planning by all of the company’s heads, that 
is incidental to the use of a well-planned and realistic budget, “cannot help | 
but make the results of good management better.” That is one of the conclud- | 
ing observations in this equally well-planned and realistic paper which Mr. | 
Klein presented at the October 10 meeting of the New York City Control. The 
author is vice president and director of budgets of Worthington Pump and 
Machinery Corporation, Harrison, New Jersey. 


—THE EDITOR 
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uct. The products are then grouped by 
profit ratios; for example, Class A 
might represent products with an indi- 
cated profit over 10 per cent., Class B 
those with profits ranging from 5 per 
cent. to 10 per cent., and Class C with 
profits under 5 per cent., or with losses. 

If, after each of these factors has re- 
ceived consideration, a sales quota is 
established that provides for adequate 
loading of facilities, and a satisfactory 
proportion of the better profit lines, 
our first step: will have been taken to- 
ward securing a profitable operating re- 
sult. 

These booking quotas established by 
lines of products, for each district of- 
fice, and turther subdivided for indi- 
vidual salesmen, become the Sales De- 
partment’s responsibility both as to 
. guantity of work to be performed (vol- 

ume of bookings) and quality of work 

(distribution' of bookings by profit 
ratios). The: selling expenses necessary 
for obtaining these — should be 
rovided for in detailed sales expense 
sree The method of comparing 
quotas and actual bookings by lines of 
products each month, and of preparing 
budgeted and actual sales expense re- 
ports should be in customary form and 
will not be discussed here. 

It will be evident that if a general 
price increase becomes effective for any 
or all products, booking quotas will be 
adjusted by the percentage increase for 
the remaining months. Likewise, if a 
general salary increase is granted, the 
salary expense budget will be similarly 
increased. 


FIxED OPERATING BUDGET 


We are now ready to turn to the 
works that will process the output, so I 
would like again to revert here to the 
tabulation of cost ratios previously re- 
ferred to. This tabulation would show 
each line of product listed on the left 
hand side, and by columns, the direct 
materials, the direct labor, the applied 
burden, and the resulting total normal 
shop costs. These figures can best be 
prepared by the Cost Engineering or 
Standards Department, to reflect cost 
requirements based on current manu- 
facturing methods, facilities, and ma- 
terials, or based on changes that may 
shortly be instituted. These are, in ef- 
fect, cost bogies or budgets for each 
product. 

By applying these ratios to the sev- 
eral products scheduled for production 
during the year, and then totalling the 
columns there will become available: 


1. The Total Direct Material Cost. 

2. The Total Direct Labor Cost. 

2-A. The required Direct Labor Hours, 
by dividing the Labor Cost by the 
average Direct Hourly Rate. 
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2-B. The required Plant Operating Ca- 
pacity, by dividing the required Direct 
Hours by the 100 per cent. Capacity 
Plant Hours. 

3. The Total Applied Burden. 

4. The Under or Overabsorbed Burden, 
by comparing the Variable Expense 
Budget for the required Operating Ca- 
pacity with the Total Applied Burden. 


From this you will note that it is pos- 
sible to complete our profit planning 
picture by including provision for a 
general administrative expense budget, 
and for any other costs and expenses 
not previously mentioned. The sum 
total of these, deducted from the sched- 
uled billings, or billing quotas, would 
indicate the budgeted profit, IF the 
Works produced and billed the exact 
volumes and types of products provided 
in the quotas. This becomes the fixed 
profit objective and, if production was 
expected to average the same volume 
throughout the period, would ordinar- 
ily be shown as one column for an av- 
erage month and as a second column 
for the total 12 month period. How- 
ever, as certain adjustments must be 
made under present changing price and 
cost conditions, separate columns will 
be provided for each month in order to 
permit these changing proportions of 
adjustments which will now be de- 
scribed. 


CONDITIONS DISTORTING PRESENT 
ProFir RESULTS 


It should be recognized that except 
for companies having extremely short 
manufacturing cycles and rapid inven- 
tory turnover, current operating or in- 
come reports do not reflect results from 
present sales prices and manufacturing 
costs, but rather are a mixture of con- 
ditions as they existed in the past plus 
present conditions. In other words, a 
company may have taken business in 
the past on a firm price basis without 
escalation. These are currently being 
billed out, and will also be billed out in 
the future together with other orders 
for similar types of business but which 
were either booked at higher prices 
after price relief was granted, or con- 
tained escalator clauses permitting the 
price relief. 

In addition, some orders will have 
been partly fabricated before general 
wage and material cost increases oc- 
curred so that these orders, when billed, 
will represent a portion of lower costed 
materials and labor as well as some in- 
creased costs of materials and labor. 

Therefore, until such time as all or- 
ders which must be billed at former 
sales prices are worked out, and all in- 
ventories processed at the former wage 
and material costs are also completed 
and billed, operating reports must be 
adjusted to avoid any distortion from 


these factors. On our fixed budget tre. 
port we would, therefore, ‘make the fol- 
lowing provisions: 


1. The billing quota at former price levels 
for the several classes of products will 
be listed in the first column. 

2. In a second column the general price 
increases will be shown. 

3. In the next column, representing, per. 
haps, the month of July in which all 
budgets were revised, will be shown 
the estimated proportion of price in- 
crease that will be effective for that 
month. If, for instance, a price increase 
of 15 per cent. was made and the 
sales and production departments find 
that approximately one third of the 
orders scheduled for shipment that 
month bear escalation or price relief, 
then the net effective _ increase for 
the total products in that group will be 
5 per cent. It is not, of course, ex- 
pected that a detailed review will be 
made of every order in the unfilled 
fille, but only those major orders that 
will contribute substantially to the op- 
erating results. This percentage of net 
price increase applied to column 1 
(billing quotas at original prices) will 
constitute the billing quota for July. 
In most cases, substantially correct re- 
sults can be obtained if this estimate 
of net effective price increases is made 
by quarters instead of each month; for 
instance, July, August and September, 
representing, perhaps, a net effective 
price increase of 5 per cent.; October, 
November and December, represent- 
ing a net effective price increase of 10 

er cent.; and all business thereafter 
at the full price increase. 


4. By comparing the total billing quota 


for the period at the full price increase 
with adjusted billing quotas at the net 
effective price increase, there will be 
indicated the temporary penalty during 
the current period resulting from in- 
ability to take full advantage of the in- 
creased sales prices. 


5. On the credit side of our ledger, as 


mentioned above, is the temporary 
benefit from the lower costed inven- 
tories. The inventories on hand at the 
time general wage and price increases 
occurred will represent those at lower 
costs. If the rate of turnover of such 
inventories is computed they can be 
extended over future months until they 
are completely applied as billing costs 
and the budget for those months 
costs reduced by the amount of ma- 
terial and labor increases not reflected 
therein. This may be represented by a 
reduction to budgeted costs by pee 
three or four cents per billing dollar 
for July, August and senale, ana 
one or two cents to such costs for Oc- 
tober, November and December. This, 
as previously indicated, represents a 
temporary benefit which cannot be ex- 
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pected to continue in future operating 
cost ratios. 


Whether or not the temporary penal- 
ties may offset the temporary benefits 
is entirely a matter of coincidence. A 
company with a large back-log of busi- 
ness booked at former sales prices with- 
out escalation may have been prevented 
by pressure of other shop production 
from having processed any part of this 
business at lower labor and material 
costs. Obviously this business, when 
billed, will not be representative of cur- 
rent actual prices and cost relationships. 
Conversely, if a company had included 
escalator clauses in all of its current un- 
filled contracts, and had large stores of 
inventories on hand before material 
ptice increases became effective, it will 
reflect an optimistic result that also can- 
not be expected to be representative of 
future operations. 

The net effect of the adjustments 
just outlined is to make available an 
operating guide showing what cost and 
profit relationships should occur during 
this transition period of rising prices 
and costs, as well as to indicate future 
tesults when these conditions have be- 
come stabilized. Without this realistic 
forecast management cannot _ intelli- 
gently anticipate the effect of any fu- 
ture cost or price changes. Plans for the 
coming period must be based on sales 
prices as they now exist and current 
costs, rather than on the mixture that is 
indicated in current operating income 
statements. 


REPORT OF WorKS OPERATING RESULTS 


So far we have recognized that a busi- 
ness must have adequate volume, but 
that this volume must also be properly 
distributed between the various profit 
classifications and if either the total 
volume or the balance between the sev- 
etal products is disturbed, profits will 
also be altered. While the fixed budget, 
based on specified volumes of each kind 
of product, becomes the long term 
profit objective toward which advertis- 
ing and sales campaigns may be directed, 
it is a well known fact to each of us 
that bookings and billings never exactly 
match quotas, either as to overall vol- 
ume or as to distribution of products. 
For this reason it is necessary to furnish 
top management, including sales and 
Operating plant executives, with the fol- 
lowing information: 


(a) A comparison of the quota and ac- 
tual bookings for the respective plant 
by each line of product for the 
month and period to date. 

(b) A comparison of the quota and ac- 

tual billings for the respective plant 

by each line of product for the month 
and period to date. 
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(c) A report of the budgeted and actual 
normal shop costs based on the ac- 
tual billings of each line of product 
for the month and period to date. 

(d) A report of Works Operating Re- 
sults, This would include: 

In the first column the fixed or long 
term budget with the profit that 
would have resulted had the orig- 
inally designated quota and distribu- 
tion of products been billed for that 
month, 

In the second column the actual bill- 
ings for that month and the total of 
the budgeted normal shop cost, as 
mentioned in the preceding schedule, 
together with the appropriate com- 
mercial expenses and any other 
budgeted cost. The budgeted profit 
shown in this column is the one for 
which the plant management is ordi- 
narily responsible. The difference be- 
tween the budgeted profits shown in 
the first and second columns being 
that due to variations in volume or 
distribution of products which may 
either favorably or adversely affect 
results. 

In the third column the actual nor- 
mal shop costs, together with actual 
other costs and commercial ex- 
penses. 

In the fourth column the variations 
in costs and expenses due to other 
than differences in volume and kinds 
of products. 

As variations in the budgeted under 
or overabsorbed burden for any spec- 
ified operating capacity is usually 
largely due to variations in Works 
indirect expenses from the budget, 
these two items are shown below un- 
der a statistical grouping on the re- 
port, supported by a further detailed 
comparison of budgeted and actual 
expenses by each classification. 


In the case of separately operated 
subsidiaries responsible for their own 
sales and administrative expenses, a 
comparison of budgeted and actual sales 
expense by each classification, and a 
similar report for general administra- 
tive expense will also support the sum- 
maty figures shown. In the case of a cor- 
poration with several operating plants, 
a separate report of booking quotas and 
actual bookings by sales offices and sales 
divisions is prepared for the General 
Sales Department and for their distri- 
bution to each of their offices and di- 
visions without reference of this detail 
to the Works operating managements. 
Similarly, separate general administrative 
reports ate prepared for each adminis- 
trative department head. 

A question may arise regarding the 
siieed of reporting Works operating 
results when production is at one pace 
but billings at another, due either to 
the fact that inventories were increased 
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or reduced during the month. On the 
lower portion of the report there is 
shown the inventories at the beginning 
and the end of the month and the net 
change for that period. Thus, if a plant 
was scheduled to operate at 100 per 
cent. of capacity in order to produce 
$1,000,000 of billings for the month, 
and it did operate at that rate but only 
$750,000 of billings were made, an in- 
crease should have occurred in manu- 
factured inventories which when stated 
in terms of potential billing values, 
would account for the deficit in billings 
from their quota. Therefore, the plant 
would receive for that month the bur- 
den absorption benefit of the high op- 
erating capacity worked, while the 
budget, adjusted for actual volume, 
would hold the plant management re- 
sponsible only for the adjusted profit 
appropriate to the actual billings for 
that month. 

A letter should be used to transmit 
this report, together with its supporting 
schedules, highlighting the results for 
the month. Thus, Plant A had a poor 
profit result for the month due to the 
fact that although its production was 
high and inventories were substantially 
increased, billings were low due to the 
fact that certain manufactured equip- 
ment from other vendors was not re- 
ceived. This focuses additional atten- 
tion on the penalty to the profits re- 
sulting from the failure to receive the 
necessary auxiliary equipment. Or, Plant 
B may be credited in its adjusted budg- 
eted profit with a better than average 
amount of income due to the fact that 
the sales department has been obtain- 
ing a better volume than its quota of 
higher profit ratio products or, con- 
versely, a lower volume of its power 
profit products. 

After explaining the reasons for the 
change in profit due to volume and 
kind of products from those originally 
budgeted, comment may be made on 
the actual operating results and their 
reasons for deviation. For example, 
Product X has been a loss or a low 
profit line in the past and the plant 
management has set its engineering 
staff to work in redesigning the prod- 
uct in order that costs may be lowered. 
The completion of the redesign has 
been scheduled for July 1st and there- 
fore the lower expected cost was used 
in the budget from there on for this 
class of product. What is causing the 
delay in the attainment of the lower 
cost? Has the redesign been slowed 
down for any avoidable cause, or was 
the cost estimate, upon the completion 
of redesign, shown to be too optimis- 
tic? If so, what further can be done to 
correct this umsatisfactory cost  rela- 
tionship? Why is supervision expense 
exceeding the Works indirect expense 


(Please turn to page 690) 
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Handling the Problem of Pyramiding Orders 


Excerpts from an address by L. M. Nichols, 
past chairman of the Committee on Surplus 
Property Disposal of the Controllers Institute 
of America. Presented at the Radio, Electronics 
and Electrical Industry Conference in conjunc- 
tion with The Institute’s Fifteenth Annual 
Meeting. 


An inevitable pyramiding of orders oc- 
curred when the pent-up demand of the 
public for consumer goods took effect at 
the end of the war. In order to get what 
they want and need, individual consumers 
have placed orders with whatever retailer 
promised early delivery. They placed or- 
ders with several retailers, and when one 
delivers, they cancel the other orders. Sim- 
ilarly, retailers placed orders for double 
the quantity they actually needed with 
more than one wholesaler or manufac- 
turer. When their actual requirements are 
delivered, they will cancel the remaining 
unfilled orders. By such a progress there 
is built up an apparent demand in excess 
of the actual demand. Manufacturers go 
ahead and expand their productive capac- 
ity, and produce under high pressure, in- 
volving expensive overtime. By the time 
they get up to the peak production rate, 
much of the pent-up consumer demand 
will have been satisfied. Through cancella- 
tions, the backlog of unfilled orders will 
melt away. That happened in the period 
following July, 1920; again in the period 
following November, 1929; and again in 
the period following October, 1937, each 
time with disastrous results. 

We should be able to avoid unhealthy 
pyramiding of non-genuine orders by 
working toward a general adoption of 
some legally enforceable form of non-can- 
cellable order. This should have plenty of 
“teeth” in it and should at least discour- 
age the mushroom type of ordering that 
will otherwise exist. 

In classes of transactions where such a 
danger exists, the continuation of regula- 
tion requiring very substantial down-pay- 
ments on the part of consumers buying 
on the installment plan is one means of 
doing this. The inclusion of substantial 
cancellation penalties—to which industry 
became accustomed on war orders—in 
written form in connection with orders 
placed by retailers on wholesalers, and by 
wholesalers on manufacturers, would be a 
further means of preventing this. 

Industry itself should devise legal 
methods to be used by retailers, whole- 
salers, manufacturers and financing insti- 
tutions on a uniform basis, so that varia- 
tions therein could not be used as an un- 
fair method of price-cutting or unfair 
competition. 

Manufacturers and wholesalers should 
be required to make closer estimate of 
their daliccy ability. Wholesalers and re- 
tailers are now being asked by many man- 
ufacturers to place forward orders with 


undetermined delivery dates. Under such 
conditions only a small portion of the 
wanted merchandise may be received be- 
fore the peak of the selling season, the re- 
sult being either cancellations or later 
liquidation of surplus inventories at a loss. 

In some cases retailers, wishing to as- 
sure their suppliers that they will not en- 
gage in wholesale later cancellations, are 
including the following statement in plac- 
ing and confirming an order: 

“Regardless of any change in market 
conditions, we look upon any properly 
confirmed order as a firm commitment, 
not subject to cancellation unless the 
vendor fails to live up to the terms and 
conditions appearing on the order.” 

Sometimes in an emergency, unortho- 
dox methods are effective. In a recent in- 
stance of which I know, a forward-look- 
ing sales manager, noting that he had 
unfilled orders on hand for $80,000 of 
building material from a relatively small 
contractor, visited the latter and asked 
him whether he could take delivery on 
and pay for the $80,000 of unfilled orders 
within a month. The startled, but honest, 
contractor promptly disclaimed any such 
ability or desire, and the quantities on 
which he was able and willing to take de- 
livery in the following three months were 
reduced to a total of $20,000. 

By repeating this process with other 
customers who had _ disproportionately 
large back orders outstanding, this man- 
ager was able to reschedule his orders on 
the factory, with the understanding that 
he would not lose position on their de- 
livery schedule by reason of his action. 


The Controller, December, 1946 


In many lines, distributors, dealers and 
retailers will have to build up stocks in 
this reconversion period. Because of the 
probable necessity of allocation of goods 
to customers, the process of building up 
stocks may be slow in some cases. This 
will make it difficult to estimate consumer 
demand and the trend will be, in many 
instances, to overestimate it. The restock- 
ing of dealers will probably follow the 
pattern of introducing a new product 
where sales are large at first—when stocks 
ate being built up—and then fall off 
sharply to the level of replacements war- 
ranted by consumer purchases. Inadequate 
consideration of this restocking process 
may easily result in building up excessive 
inventories in the hands of manufacturers, 

The second vital feature is the control 
of production in relation to forecasted 
available market in the case of individual 
companies. Thus they can get unity of ac- 
tion within the company and avoid sudden 
losses which would otherwise occur, be- 
cause of factory surplus production which 
would have to be marketed at a loss. In- 
dustry associations can urge that individ- 
ual companies within an industry make 
such an analysis and establish effective 
control in this respect, so as to relate for- 
ward production schedules to the avail- 
able market demand. 

If such preventive measures are not 
adopted and made effective, the conse- 
quent dumping of factory surplus pa 
tion will mean the destruction of sound 
price structures and sudden and disastrous 
unemployment, one of the principal things 
which the Federal Government and indi- 
vidual citizens, particularly the returned 
servicemen, are most anxious to prevent. 


Prewar Sales and Advertising Effort 
Needed to Offset Duplicate Orders 


There is a healthy skepticism among man- 
ufacturers, wholesalers and retailers about the 
mounting backlogs of unfilled orders on their 
books, because, as the “New York Journal of 
Commerce” points out editorially, “they know 
that many buyers are placing orders with sev- 
eral manufacturers or distributors, especially 
for durable goods, but intend to take delivery 
only from the seller who can ship first. 

“Such Skepticism can readily go too far, 
however. While some would-be buyers place 
duplicate orders for scarce items, others refrain 
altogether from ordering until available sup- 
plies are more plentiful. They want to select 
their purchases from a wider variety of models 
or styles, and they want to be able to inspect 
goods they buy instead of placing orders in ad- 
vance. The mere knowledge that delivery can- 
not be obtained for many months causes many 
buyers to refrain from placing orders for what 
they want for the time being. 

“There can be no question that many dupli- 
cate and multiple orders have been placed. 
Some of the stories told of people who have 
placed orders for a dozen cars or washing ma- 
chines, where they want only one of each, are 
doubtless correct. 


“To have a balanced picture of prospective 
demand, however, we must keep in mind also 
the would-be buyers who will not place their 
orders until they can actually inspect the prod- 
ucts they want and secure immediate delivery. 
And there is no way of measuring statistically 
the size of such backlogs of “‘passive demand” 
for goods that are in short supply. 

“Moreover, only limited sales efforts are 
being made on behalf of products that are in 
short supply. When prompt deliveries can | 
made again, selling effort is bound to be in- 
tensified. Active sales campaigns will turn 
many uncertain prospects into buyers. 

“Business men are right in watching for 
duplication of orders on their books and mak- 
ing full allowance for them. At the same time, 
to obtain a really accurate picture of prospet- 
tive business, they must make due allowance 
also for the “passive demand” that will not be 
converted into actual orders until inspection 
and quick delivery can be offered again, of un- 
til more aggressive selling is resumed. 

“In fact, the more skeptical management be- 
comes about unfilled orders on the books, the 
more urgent it becomes to restore sales and ad- 
vertising efforts to prewar levels.” 
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Business 1n '47 


Newspaper editors are supposed to 
have something most of us lack—a pho- 
tographic memory for all relevant news 
over the decade. Most of us wish we 
had it, too, for events over a long period 
of time. I suppose the rest of us lack that 
ability because we deal, each at a time, 
only in a small sector of the world’s busi- 
nesses. I suggest that what goes on in 
the world for good or bad is something 
we must reckon with every day. We 
know we must in business, too, but we 
are not always properly impressed with 
proportionality in all the events that take 
place before our very eyes. 

Take the events that started occurring 
seventeen years ago, in 1929. Of them, 
show-business’ journal, Variety, head- 
lined: ““Wall Street Lays An Egg!” An- 
other common expression then, having 
an accounting tinge, was: “How are you, 
as of October 29?” 

The year was 1929. The state of busi- 
ness was humming. But the economic 
fabric was being rent—and badly. With 
the aid of all the hindsight that has been 
brought to bear in the quest for an un- 
derstanding of that seventeen-year-old 
turning point, we are not too sure what 
its causes were. In fact, it is the present 
postwar experience that adds greatly to 
our knowledge of the earlier events of 
the last decade. 

The most striking facts, reflecting de- 
velopments in this war, are three-fold 
in number. Understanding them assists in 
understanding the events after the last 
war in a way that I think reinforces our 
ability to understand the stresses and 
strains that are surely ahead of us in this 
second opportunity we have to build the 
world a little more to the good for every- 
body, whether we live here or over the 
seas, : 

The three significant economic facts 
emerging from our participation and our 
victory in this war are: 

First, there was so much work to be done 
to win the war, and since the United States 
Was a generous paymaster, money incomes 
were tremendously increased from 1940 to 
1945. Thus, in war and out of the terrific 
momentum it generated, the national income 
continues now, in peace, at the highest levels 
of the war period. 

We are enjoying the great advantage of 
launching our reconversion upon a truly high 
sea of national income. It is running at a level 
of no less than one hundred and sixty billion 
dollars.. That is fully twice the two pre-war 
peacetime peaks of eighty billion dollars at- 
lained in. the fateful 1929 and 1941. 

Second, in the war, taxation did not cover 
all of the war expense. We did better this 
lime, lifting the tax-proportion of this “pay as 
jou go” war to 46 per cent., from the 32 
per cent. last time. But the remainder, or 
deficit, was borrowed by government. As it 
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was borrowed, the public came to possess 
liquid bonds. These they can sell to buy goods 
if they want. As it was borrowed from the 
banks, the banks have the bonds (they, too, 
are therefore liquid), and it is the public and 
business which holds the three-times-increased 
deposits in the banks. All told, the public 
accumulated one-hundred and fifty billion 
dollars of liquid assets, and business, seventy- 
five billion dollars, of which the major part 
has now been disposed of in completing re- 
conversion. 

Third, the public wants to try to live at 
least 50 per cent. better than it ever did be- 
fore. That job—we can call it “keepink up 
with the Joneses’ —is one it is entering upon 
with relish. It yields high activity now—for 
all of us. 

Thus, on the basis of these factors— 


a current flow of money income twice the 
best past levels; a whole year’s income 
tucked away in a nest egg of savings, and 
the expansion of demand, both current 
and deferred—we have a boom. 

But even these factors fail to explain 
the intensity of the present boom. Pro- 
ducers have been trying to respond with 
provision for greater capacity. This has 
seen many a new factory building, and 
an equipping program of huge size. As 
it got underway, the nation’s total money 
income stream was further enlarged by 
amounts equal to these payments of busi- 
ness for expansion. 

But note that at the very time of this 
expansion, there has been no commensu- 
rate increase in the flow of consumers’ 
goods. That will come, but it will come 
later, as the factories are finished and 
spew forth their products, enlarging the 
goods stream. 

But, lamentably, then the money pay- 
ments for their building will cease. And 
that at the very time the flow of finished 
goods is greater as the result of the com- 
pletion of the factories themselves. That 
is when we shall have a first, non-politi- 
cal, test of the price structure. Then it will 
be that supply is increased. Then it will 
be demand or total purchasing power 
which gently subsides. 


Past PosTWAR EXPERIENCE 


In fact, I mentioned that the experi- 
ence after the last war was helpful in 


Up or Down? 


estimating what we may expect ahead 
this time. After that war, there were the 
same money income increases I have 
mentioned as readily apparent and meas- 
urable in this war's already recorded 
financial history. The spending can be 
described in terms of five distinct waves. 
Each is discernible in the statistics. The 
first was for civilian goods inventory and 
right along with it came the second, a 
wave of exports that sent that crest above 
the eight billion dollar mark (in com- 
parison with a little over ten billion dol- 
lars, the rate we are reaching now in 


1946-47). Then came the sharp price ad 


justment of 1920-21. But only tempo- 
rarily, very temporarily, did it affect the 
volume of business being done. It was 
over in such a hurry that as early as 1922 
came the third wave. 

It was an expenditure almost tidal and 
long-lasting. America built, as early as 
1923, almost 900,000 houses (or family 
dwelling units), more than twice previ- 
ous peacetime annual peaks in such con- 
struction. That was the third wave. It 
built incomes and houses at the same 
time. 

The fourth wave was the increase in a 
great new item of production—durable 
consumers goods. It passed a ten billion 
dollar high water mark—never seen on 
the consumer beaches before, unknown 
in Europe in size, and the better Twen- 
tieth Century improvement upon Rome’s 
circus for keeping mankind busy and in 
a state of self-improvement. 

It was followed by a further expan- 
sion of business which lifted producers 
durable goods investment to all-time 
high levels. Then came the debacle. It 
was caused by another great wave, all 
right, but sadly, this one came in upside 
down. It was labeled “recession.” It was 
a beaut! 

The income of the nation was cut in 
two. Professor Irving Fisher adjudged us 
insolvent when he compared the low 
forty billion dollar net national income 
level we now had with the huge fixed 
charges to be sustained out of that low 
income. 





variety. 





BREAKERS AHEAD! 


A warning of rough waters for the business ship is sounded in this paper 
by Mr. Upgren, who presented it at the November 5 meeting of the Twin Cities 
Control. But the author, who is associate editor of the Minneapolis Star-Journal, 
feels confident that we can steer clear of serious trouble in the period immedi- 
ately ahead; breakers there may be before us, but not of the tempestuous ‘29 


—THE EDITOR | 
| 
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At home we had farm holiday move- 
ments—miniature rebellions. Abroad in 
Germany, the only nation to have its’ in- 
dex of industrial production fall below 
ours—and none other equalled the two 
of us—there came Hitler and the disposi- 
tion to hand all the problems of the na- 
tion to him. He solved them all at home 
by wrapping them up in armaments in 
his totalitarian state. Then he pitched the 
batch of armaments and Nazis headlong 
into wars from which our kind of civili- 
zation barely succeeded in extricating it- 
self. 

THE 1946 RECORD 

What does all this mean to us where 
we are right now? It is that we are in 
the midst of a boom soon to be somewhat 
deflated. Because neither the rise nor the 

fall (the latter seems to have got under- 
Gray first and substantially in the stock 
market) have adversely affected the main 
factors we have considered, therefore 
I do not believe a serious depression is 
underway. But for what it is, we had best 
welcome it for it comes at a high crest 
of a buoyant wave in the economy, not 
at the deep pit of a bad recession. I am 
sure you will all agree that we would 
not want it then. 

In fact, though we have approximated 
the magical figure of sixty million jobs in 
America, we must remember that ten 
mill‘on of them are to be sustained in 
construction—five million as on-site 
workers and another five million as off- 
site workers making the materials which 
go into buildings. 

It is this activity which has been seri- 
ously threatened by the extremely high 
price level building has reached. In this 
state of affairs we have recently seen ten 
million houses wanted. They could be 
paid for, but not more than a twentieth 
of that number could be built yearly. But 
this recession—including in it, we should 
hope, a badly needed decline in ine fhi- 
cient costs of building and a probable de- 
cline in the prices of some agricultural 
products as intense European demand is 
rubbed out—is to be welcomed. It should 
next have the wanted outcome of giving 
the American people a big bill of goods 
for their money, instead of a gaseous in- 
flation, the explosion of which wipes out, 
to no good end, their purchasing power. 
Then we can build more wisely and more 
soundly. 

I think we shall get caught up with 
these deferred and wartime accruals of 
demand. I think the American people 
will surely win in that great end pleasant 
game of “keeping up with the Joneses.” 

But let us watch the process—as it 
begins to unfold before our very eyes this 
year and next. Let us watch, for example, 
the number of cars we build a year rise 
to the annual six million objective the 
industry has set for itself. Then in five or 
six years, we shall have the thirty or 


thirty-five million cars. That is all the 
Joneses want. And the cars they will 
have will then be all five or six years 
young, or younger; whereas, today they 
are all five years old or older. The dif- 
ference between these two ‘‘age-distribu- 
tions” is the difference between a great 
present deficiency in personal transporta- 
tion needs and a mighty adequate pro- 
vision for all of it—for the Joneses and 
all the rest of us. What then? 

That is when the private enterprise 
situation will be on trial to demonstrate 
its ability for survival. That survival will 
depend mostly on securing stability. 

Getting employment at the end of the 
war is now seen as an achieved fact. Un- 
til a year ago it was an objective only. 

Maintaining employment over a full 
business cycle, as loaded as the one on 
which we have now merrily embarked, is 
quite another thing. It is a far more 
difficult task. We have never done it in 
the past. Never before have we had so 
brittle a society, so few people on the 
land, and no new land ever before us. 
Now we have less than one-fifth of our 
people on land, thus making us an urban 
nation predominantly. 

I, for one, believe that we in business 
must ever watch efficiency in our own 
enterprises. We had that in 1929, and 
precisely when depression hit us head-on. 

Therefore, I think we must work for 
efficiency in our entire economy. That we 
did not do in the 1930's when there 
were years of more than eight million 
unemployed. That we did not have in 
the world economy when nations were 
not moving forward, but preparing to 
fight. Fight it was, mostly because the 
wealthier nations of the world did not 
fairly share their progress, by sensible 
loan and sound direct investment, with 
nations coming up. The world loaned far 
more money to develop ovr land than we 
have now proposed to lend similarly to 
help the rest of the world. 

These are some of the reasons why I 
urge all managements to watch as care- 
fully as possible the nation’s budget for 
its investment, its production, its output, 
its employment, for its houses built, and 
for its future public works. 

Only if we lick the problem of that 
bigger budget, nation-wide, will our own 
business budgets be sure in every detail. 
And balanced at a high level. 

Only if both these budget problems 
are licked can you and I expect that the 
budget of every American family is go- 
ing to cover a high, adequate expendi- 
ture, and yield that extra dollar all the 
time for security, and continue to keep 
this great land of ours and learn how to 
provide safety and progress for all else 
in this world. 

Nature has done nobly for us. 

We should try to do as nobly by every 
man, wherever he may live, whatever 
station he may occupy. 


The Controller, December, 1946 





Eastern, Mid-West Regional 


Conferences Are Planned 
Plans are already well underway | 
for the 1947 Eastern and Mid- 
Western Regional Conferences of 
The Institute. 

March 16-18 are the dates an- 
nounced by Chairman O. H. Rite- 
nour for the Eastern Spring Con- 
ference, which will be conducted in 
| the Statler Hotel, Washington, 
| D. C, under the auspices of the | 
District of Columbia Control. 

The Mid-Western Spring Con- | 
ference is scheduled for Pittsburgh, | 
in the William Penn Hotel, on May 
| 18-20, and will be sponsored by 
| the Pittsburgh Control. Mr. Paul J. 
| Urquhart, a past president of The 
| Institute, will serve as general 
| chairman. 











State-wide Pension Plan 
Set Up in Pennsylvania 


A pension plan which will enable any 
bank in Pennsylvania to pay old age te- 
tirement benefits to officers and employees 
has been established by the Pennsylvania 
Co. for Insurance on Lives and Granting 
Annuities. The plan, administered as the 
Penco Pension Trust Plan, is said to be 
the first statewide fund of its kind in 
banking history. 

Its objectives, a Penco spokesman said, 
are to assure employees and officers of 
participating institutions a reasonable in- 
come at retirement in addition to Social 
Security benefits. 

All permanent employees and officers 
of participating banks, no matter how 
small, will be eligible. Normal retirement 
will be at 65 for both men and women. 

The fund will operate on an actuarial 
basis and will be administered by Penco 
as trustee. Purchases and sales of all in- 
vestments will be subject to the approval 
of a pension committee composed of 
three members elected by the participat- 
ing banks. 

Reserves which have been accumulated 
for an employee or officer who does not 
survive to retirement age or whose em- 
ployment ends before 20 years’ service 
will be available to the employer in the 
form of a credit against future contribu- 
tions. 


Railway Accounting Book Published 


The new issue of the “Railway Accounting 
Rules” book became available during Sep- 
tember, this being the October 1, 1946 edi- 
tion. The book, published in the same form 
as heretofore, provides a ready-reference 
set-up covering freight, passenger, disburs¢- 
ment and overcharge accounting rules, 4 
well as the arbitration rules and a compfe 
hensive index. Copies are available from the 
Association of American Railroads, Trans 
portation Building, Washington 6, D. C. 
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Five Basic Policies Outlined for 
Our Foreign Trade 


Five basic policies that America must 
follow in Sealine a wat-shattered world 
back toward a flow of international trade, 
rising prosperity and a chance for endur- 
ing peace are outlined in a special set of 
recommendations issued by the Committee 
on Foreign Economic Relations of the 
Twentieth Century Fund. Members of 
this impartial committee are drawn from 
the ranks of business, labor, government 
and professional economists and its rec- 
ommendations are based on an extensive 
factual investigation, made by a special 
research staff, which the Twentieth Cen- 
tury Fund is planning to complete and 
publish within the next few months. 

The five main points advocated by the 
Committee are: 

1. Immediate steps to establish an 
open-sided or multilateral system of trade 
among whatever nations are now able and 
willing to join such a system, without nec- 
essarily waiting until the entire world is 
teady to join. 

2. Direct business aid, on an adequate 
but realistic basis, from the United States 
to help war-exhausted countries to rebuild 
their shattered economies, become self- 
supporting and rejoin an open system of 
world trade. 

3. The Export-Import Bank to be 
given primary responsibility for carrying 
out the American share of this rehabilita- 
tion program and increased resources to 
do so. 

4. Helping to smooth out the often 
disastrous ups and downs of foreign trade 
by (a) using the International Bank for 
Reconstruction and Development to pro- 
mote long-term stability of the flow of in- 
vestment and thus help to stabilize inter- 
national trade; and (b) drawing up plans 
for an international agency that would 
help to counteract the bad effects on world 
trade of a depression in the United States 
ot elsewhere by setting up a central stock 
pile for raw materials and prime commod- 
ities, buying and storing them when 
world trade is slowing down and selling 
them when world markets become active 
again. 

5. Expanding our volume of imports, 
on the basic fact that to sell exports we 
must buy imports, by (a) technical 
changes in administering our tariff laws 
80 as to encourage imports; and (b) 
prompt and vigorous use of the Recipro- 
cal Trade Agreements Act to expand our 
own and the world’s volume of trade. 

Mincing no words about America’s op- 
portunity and obligation at this moment 
in world history, the Committee says: 
There is no policy advocated in this te- 
port which would have a chance of oper- 


ating with success anywhere, in any area 
of appreciable size, without the whole- 
hearted participation of the United States. 
Our economic potential is too large, our 
foreign economic interrelationships are 
too pervasive, to permit a multilateral sys- 
tem to function effectively without us. The 
creation of such a system, if it is to be 
created, will require thé cooperation and 
participation of many nations, but from 
the United States it will require more. We 
must assume, in addition, the initiative re- 
quired to bring it into being. 

“Time is running short. There is hesi- 
tation in many nations committed to the 
principles of freedom but compelled to 
practice the reverse. They will not remain 
long in this position. They must soon de- 
cide the road they will take. It would be 
ironical indeed if we lost that final deci- 
sion, not because we were uncertain with 
regard to our aims, but because we failed 
to devise the appropriate means, or 
pushed too vigorously a foreign economic 
program inadequate to their realization.” 

Chairman of the Twentieth Century 
Fund’s Committee on Foreign Economic 
Relations is Winfield W. Riefler, now on 
the faculty of the Institute for Advanced 
Study, Princeton, New Jersey, and for- 
merly Minister in Charge of Economic 
Warfare at the American Embassy in Lon- 
don. Other members of the Committee 
are: Percy W. Bidwell, Director of Stud- 
ies, Council on Foreign Relations, Inc.; 
Kermit Eby, Director of Education and 
Research, Congress of Industrial Organi- 
zations; Paul G. Hoffman, President, The 
Studebaker Corporation; Joseph C. Rov- 
ensky, formerly Vice President, The 
Chase Bank; Theodore W. Schultz, Pro- 
fessor of Agricultural Economics, Univer- 
sity of Chicago; and Robert Watt, Inter- 
national Representative of the American 
Federation of Labor. 


MULTILATERAL. TRADE 


Analyzing the kind of system of peace- 
time trade between nations that should be 
set up now, the Committee says: ‘Ideally 
a multilateral trading system should be 
world-wide. .... But universality is not 
essential. It 7s essential (1) that the area 
covered by multilateral trade be suffi- 
ciently large and varied to afford an ade- 
quate basis of populations, skills and re- 
sources for mutually beneficial exchange 
and to avoid the necessity for major eco- 
nomic readjustments, and (2) that the na- 
tions and peoples which enter into the 
multilateral system do so wholeheart- 
edly.” 

Looking at the nations of the world to- 
day, the Committee finds three broad 
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groups: “On the one extreme are the 
countries like the United States whose in- 
ternal economy, as a matter of choice, is 
organized to provide a maximum of free- 
ce At the other extreme are coun- 
tries like the U.S.S.R. whose internal 
economy, as a matter of choice, is organ- 
ized on a centrally administered basis. 
While a multilateral system is in no sense 
inimical to the welfare of these countries, 
we must recognize in all fairness that they 
are not naturally candidates for member- 
ship.” 

A third classification, says the Commit- 
tee, is ‘‘a group of countries now emerg- 
ing from the war, the economies of which 
are now organized, not as a matter of 
choice but of necessity, along adminis- 
tered lines. Their aspiration is to return 
to an internal economic organization with 
much greater freedom... .. It is the first 
and third groups of countries that consti- 
tute the natural potential membership for 
a successful, workable multilateral system. 
.... The overwhelming bulk of world 
trade before the war was conducted 
among the peoples of Western Europe, of 
the British Commonwealth, of the West- 
ern Hemisphere, and of Japan, the Philip- 
pines and Indonesia.” 

The Committee stresses the point that 
loans and rehabilitation aid should go 
only to countries that show a real desire 
and capacity to improve their own lot and 
become self-supporting members of an 
open trading system. In helping such 
countries to get back on their feet, says the 
Fund’s Committee: ‘Foreign aid can at 
best provide only a small part of the total 
need. Provision for such aid, however, is 
crucial. It is the ‘seed money’ which makes 
rehabilitation and reconstruction possible. 
.... Foreign aid is rarely justified and 
serves little purpose where it is excessive 
or where it is wasted.” 

As a mechanism for carrying out this 
job, “The Committee recommends that 
the resources of the Import-Export Bank 
be increased and its charter be Loisnad 
and that it be directed to assume primary 
responsibility for our remaining contribu- 
tion to the job of rehabilitation.” 


OurR CONTRIBUTION 


In the Committee’s analysis, America’s 
greatest contribution to world prosperity 
is to remain prosperous herself. Likewise, 
the great world danger comes from possi- 
ble ups and downs of the “boom and 
bust” cycle in this country. As one means 
of helping to smooth out the ups and 
downs of foreign trade, the Committee 

(Please turn to page 677) 








Everything Is Under Control! 


One night as the librarian of Harvard 
University walked across the “Yard,” he 
met a friend who asked him how he was 
feeling. He replied it was the happiest 
day of his life, “because every book in 
my library is in its place on the shelves.” 
That passion for orderliness is not con- 
fined to librarians. It is not confined to 
books and records. It has existed in the 
affairs of men. I think it was Genghis 
Khan who did the outstanding job in 
human history of setting every man in his 
place. You controllers, of course, have 
something of the same opportunity and 
fanaticism for getting all the facts, re- 
cording them, preserving them, indexing 
them, and I understand occasionally using 
them. 

I am told that there is no precise defi- 
nition of the functions of a controller, 
but that some controllers are content to 
preserve in orderly fashion and through 
orderly procedures all the data that they 
can get their hands on. Some go a step 
further and use that material to expand 
their own functions. I am told that the 
result is a slight invasion from time to 
time of what is supposed to be the func- 
tion of policy-making executives, but I 
know that in the Controllers Institute, 
“controllers” means men who preserve 
those facts and interpret them so that the 
general executive may more intelligently 
make the policy decisions—or do they? 

I am a little more interested, however, 
in human relations than in controllers’ 
records and I want to emphasize to you 
what has happened, since the days of 
Genghis Khan, in the relations of men 
and the control of their activities by that 
which we call government. 

Imitators of Genghis Khan were 
shocked by the explosion in this country 
in 1776 and by the foundation of con- 
stitutional government laid in this coun- 
try in 1789. Thereupon men who had 
been controlled by governments, tyran- 
nical more or less, stepped forward and 
took control of government. That was the 
meaning of the American Revolution and 
of the United States Constitution. Men 
were free and government was their in- 
strumentality under their control, and the 
powers of government were divided and 
were limited. There were powers assigned 
to the national government, and there 
were powers that remained in the local 
» governments and there was the Bill of 
’ Rights guarantying human rights to the 
individual against all government. That 
is the very meaning of representative gov- 
ernment in this country as provided for 
by our written constitution, interpreted by 
an independent judiciary in control not 
only of individuals as between them- 
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selves, but also of individuals in relation- 
ships with the state or national govern- 
ment. 

We got on pretty well under that kind 
of government and with that freedom of 
men from exacting daily control for about 
a hundred years, and then we began to 
look more and more to government. We 
businessmen were among those too who 
began to look to government for various 
services which government had not in 
this country previously performed, and 
the more we looked to government, the 
more power we had to give to govern- 
ment. We came down to and through 
World War I, giving more and more to 
the national government, weakening the 
local governments. Then we ran into eco- 
nomic trouble in the late Twenties, and 
we turned wholeheartedly to Washington 
to put things in order for us. You know 
the days when prosperity was just around 
the corner, and Washington was respond- 
ing to our appeals with assurances that it 
would soon settle all our economic trou- 
bles. A little later we actually got it when 
Washington really took control, ‘‘planned”’ 
our lives, and the leaders of our federal 
government boasted that they had shown 
their capacity to be the equal of business- 
men in the preceding years, and would in 
the succeeding years show their capacity 
to be our master. 


RECENT TRENDS 


We saw representative government 
come to the very verge of disaster. We 
saw the Supreme Court attacked. It re- 
sisted the attack with the support of pub- 
lic opinion, but it was weakened by in- 
filtration. We heard the Attorney Gen- 
eral advise the President of the United 
States that he had the power to defy an 
act of Congress. We saw an order of an 
administrative body contain a provision 
that no part of that order should ever be 
questioned in any court or judicial body. 
We saw in other words our representa- 
tive constitutional government come to 
the very verge of the point where it was 
prepared for a Genghis Khan to take 
over. We came from men controlling 


government to government controlling 
men—or did we? 

It looked indeed as if that had beep 
our evolution. But the Supreme Court 
still stands as the guardian of our Con. 
stitution, and though we may not be s0 
enthusiastic about its membership as once 
we were, nevertheless, it is still the great. 
est judicial tribunal-on the face of this 
earth. The Congress, representative of 
all the people, had been brought to the 
verge of repudiation by the people. The 
Congress operated under difficulties and 
its greatest difficulties were due to lack 
of the facts essential to intelligent de. 
cisions by policy-making bodies. Congress 
was subjected to the smears of power 
seeking executives till it had almost been 
rejected as obsolete. But our Congress has 
survived and is still the greatest repre- 
sentative body in this world and as such 
the bulwark of the freedom of American 
men. No Congress, no policy-making 
body can do a good job unless it has some 
leadership, and unless it is kept reason- 
ably informed. It is not sufficient under 
our form of government for the executive 
officer to bring into Congress a new teve- 
nue bill, for example, and leave it to 
Congress to accept or reject. That is not 
the duty of the executive of a business 
corporation dealing with his board of di- 
rectors. At least that is not all of his 
duty. If he finds his board of directors 
is not prepared to accept what he pro- 
poses, it is his duty cooperatively, and 
not competitively, to mold his proposal 
so that it may meet the objection of his 
board of directors and ultimately have the 
approval of all. And that is the duty of 
the executive department of our govern- 
ment in dealing with the Congress. If the 
Congress does not accept that which is 
first laid before it, the administration is 
not free to retire from further considera- 
tion of the matter and say, “Well, gentle- 
men, if you don’t like what we give you, 
you deal with the subject.” It is the duty 
of the executive department of the gov- 
ernment, cooperatively and not competi- 
tively, to mold with additional material 
and consideration the decision ultimately 





omy. 





A LOOK BACK—A LOOK AHEAD 


In this review of recent trends, which Mr. Parkinson, president of The Equitable 
Life Assurance Society of the United States, presented at the Fifteenth Annual 
Meeting of the Controllers Institute, there are observations that merit thoughtful 
reading. Controllers and financial officers will note with particular interest the av- 
thor’s view on future interest rates, a subject of vast and basic import to our econ- 
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to be made by the Congress on the recom- 
mendations and facts laid before it. 

We got pretty far away from that kind 
of representative government and that 
kind of control of the executive by the 
representatives of the people. We got dan- 
gerously close to a concentration of all 
government in Washington and to a con- 
centration of all federal government in 
the executive. That concentration was pre- 
cisely what happened in the development 
of Hitlet’s power, and in the develop- 
ment of the power of every other great 
tyrant who began with a free people; con- 
centration of all government in a central 
point and then concentration of all power 
in the executive. We got dangerously 
near to that, but we are gradually tend- 
ing back toward constitutional govern- 
ment, and the control of government by 
the people. 

It is a difficult road back. The demobi- 
lization of the federal government as it 
was expanded for war purposes to what 
it should be for peace conditions has 
been begun, but progresses slowly. Some 
powers that were lodged in Washington 
during the war are going back to the 
states but not rapidly. That demobiliza- 
tion should proceed because it was no ac- 
cident that the framers of our govern- 
ment stressed the limitations of the na- 
tional government’s powers and the im- 
portance of preserving the powers of the 
states, and their sub-divisions. 


LOCAL GOVERNMENT IMPORTANT 


I tell you that that emphasis on local 
government is the most dependable guar- 
anty that the representative form of gov- 
ernment which has existed in this country 
since our constitution was adopted may 
be preserved in perpetuity. It is the one 
thing that the great republics of the past 
which flourished and perished did not 
have, that is, emphasis on local govern- 
ment. Representative government, de- 
mocracy, is not a gift from heaven. It is 
something that men must work for. It is 
something which men must participate in 
as individuals. It is difficult for the in- 
dividual, for you or me to participate in 
the kind of expert government that is car- 
tied on in the District of Columbia for 
the entire country. It is easy and delight- 
ful for us to make a personal, individual 
contribution to local government in our 
Own state and in our own locality, and it 
is the preservation of that activity of the 
individual in local government which will 
pteserve this representative democracy of 
ours, and the loss of that emphasis on lo- 
cal government will ultimately mean the 
end of this republic. 

_ Though we have made some progress 
in demobilizing the war time federal gov- 
etnment, its expenditures are still forty- 
one billion dollars, after a little more 
than a year after V-J Day. That, I am 
told, consists of eighteen billion dollars 
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during the current fiscal year for so- 
called defense purposes and _twenty- 
three billions for non-defense purposes. 
Twenty-three billions for non-defense 
purposes is precisely the amount which 
was spent by the Federal Government in 
the three years, 1942-44, for non-defense 
or non-war purposes. The amount this 
year of our expenditures is the same as the 
total for those three years for non-defense 
or non-war purposes. In other words, we 
are not demobilizing government expend- 
itures very rapidly. 

We have been making some progress 
in re-establishing the control of Congress, 
and in demobilizing the executive power 
which was so expanded during the war 
period. The policy-making, law-making 
power in a fepresentative government 
is in the body which is regularly elected 
to represent the people, and it should not 
be either by their delegation or other 
method vested in executive or adminis- 
trative experts. During the war Congress 
was obliged to give, or maneuvered into 
giving, extraordinary discretion to execu- 
tive and administrative officers, and bu- 
reaucratic regime once started is hard to 
bring under control. Our Washington bu- 
reaucratic machine is not yet under con- 
trol; it is still feeding on these tremen- 
dous expenditures which continue a year 
after the end of the war. 

But Congress has made some progress ; 
its recently enacted laws streamlining its 
organization and procedure are of the 
greatest importance to every voter in this 
country. A real effort is now being made 
to bring to the Congress modern effective 
organization and procedure. That legisla- 
tion provides the Congress and its mem- 
bers with experts in economics, in law, 
in legal drafting to help the average rep- 
resentative of the people perform intelli- 
gently the extraordinary duties of his 
office. That is a great advance in provid- 
ing the ordinary farmer or real estate or 
businessman who is a member of Con- 
gress with the material and its interpre- 
tation. These technical services free him 
from complete dependence on the execu- 
tive departments and their bureaus for 
the leadership and information essential 
to great decisions of public policy. 

My examination of that statute, how- 
ever, was not wholly enthusiastic. I ran 
into a provision which shows that the 
boys who like to take control are still in 
evidence in the law-making atmospheres 
of Washington. There is a provision in 
that law to the effect that anyone who 
undertakes to favor or oppose any pro- 
posal in Congress must first register and 
then report monthly for whom he works 
and what he gets as pay and a whole lot 
of things of the questionnaire type. Well, 
I do not think that this presentation comes 
within the provisions of that law, and 
yet the lawyers are strangely unwilling 
to give an opinion as to just what does 
come within the law. I suggest to you 
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that you be careful, you who are the paid 
representatives of the business world, that 
you do not find yourselves in the position 
of advocating or opposing some proposal 
in Congress without having complied 
with this registration and other provi- 
sions. You can perhaps define for your- 
selves what is a proposal in Congress; I 
do not know. If I should go about one 
of my favorite fanaticisms and talk low 
interest rates, I might be treading right 
on some proposal in Congress to main- 
tain low interest rates, because I assure 
you I would not be talking toward main- 
taining them. 

We have not done a good job in de- 
mobilizing our expenditures or in demo- 
bilizing our public debt. We have not 
done a good job in demobilizing our 
money supply. Our debt was swollen to 
extraordinary proportions by the necessi- 
ties of the war. There is only one kind of 
management of a debt of $275 billions, 
and that is its gradual liquidation. The 
best way to manage that kind of debt is 
to pay it off as fast as you can. 

We have paid off some of it during 
the last few months, and I notice the 
Treasury announced it will pay another 
two billion, but mark you—all that has 
been paid to date has been paid out 
of the excess proceeds of the last bond 
issue. The bond issue of December of 
last year brought in 26 billion dollars. 
That means also created 26 billion of 
additional debt. It was not all needed. Its 
proceeds have been carried by the Treas- 
ury in cash which is now being used to 
pay off about 16 billion dollars of that 
debt. 


INFLATIONARY FORCE 


That method of paying off and demo- 
bilizing the debt will come to an end 
very shortly and then we can only reduce 
the Federal debt by decreasing expendi- 
tures, not a little bit but a big lot, and 
creating a surplus in the Treasury, and 
using that surplus to reduce the debt. 
Those are the processes by which, while 
bringing down the outstanding debt, we 
will also bring down the money supply 
in this country. That money supply, now 
down to about 170 billions, is the real 
cause of the pressure on prices upward, 
is the real source of the conditions that 
bring about the demands of labor for 
the means of meeting the rising cost of 
living. That huge money supply still ex- 
ists in the community as the result of 
bank financing of the war and bank pur- 
chases of government bonds. It was 
needed then, but I ask the question, is it 
needed now? 

Is there any justification for maintain- 
ing that huge supply of liquid funds in 
this country when it is having the direct 
inflationary force of lifting prices, lift- 
ing wages and putting us in danger of 
an inflationary spiral, the second round 
of which we are just beginning to experi- 
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ence? There are ways in which that debt 
could be brought under control. There 
are ways in which that money supply 
could be brought down to that which is 
reasonable for peace conditions. 

The Treasury announces that it will 
maintain its low interest rates. It has 70 
billion dollars of maturities, of short-term 
paper during the next twelve months or 
so. It will maintain, it says, its low in- 
terest rates on the refinancing of those 
maturities. There is only one way it can 
do that, and that is by keeping that great 
supply of money from which to draw 
and by using the banks to finance those 
maturities. 

The only way to bring down the supply 
of money outside of actually paying off 
the debt by surpluses from revenue is to 
get non-banking buyers to invest in gov- 
ernment paper to refinance these maturi- 
ties, and you all know perfectly well that 
cannot be done unless a higher interest 
rate is paid on a longer-term bond than 
7 of one per cent. on a year’s Certifi- 
cate of Deposit. If the Treasury insists 
on maintaining the low interest rate, it 
must be by continuing unsound manage- 
ment of that great debt. 

While it is glibly said that mainte- 
nance of these low rates saves the people 
the interest charges on the debt and saves 
them in interest charges on mortgages 
and other borrowings, you know as well 
as I do that the saving in interest on 
that debt is nothing compared with the 
increase in prices which that great supply 
of money puts upon the shoulders of 
everybody in the country. 

We are saving a little in interest on our 
debts and it is costing us much more to 
meet the rising cost of living. Nobody 
wants a sales tax; nobody like a sales tax, 
but it would cost the average man and 
woman of this country very much less to 
be paying a sales tax, the proceeds of 
which could be tagged to pay off this 
debt as it matures, than it does to meet the 
rising cost of living, the rising cost of 
neatly everything that the average man 
and woman buys because of rising prices 
due to a large supply of money, which is 
the sole means of sustaining the low in- 
terest rate. 

Dow’s ticker had an interesting note 
somebody handed me a little while ago. 
It came from Chicago, from the Asso- 
ciated Press. ‘The single butcher of a 
small town in Southeastern Iowa sent the 
following letter to Earl Clark, regional 
OPA administrator: “You have failed to 
send me the retail ceiling price lists on 
meats for Groups 1 and 2. I haven’t any- 
thing to sell, but if you send me a price 
list, I will have something to read.’ ” 

Well, at the risk of violating the recent 
statute requiring registration and report 
before advocation or opposition to any 
proposal pending in Congress, I have to 
lay before you the suggestion that the Con- 
gress—now streamlined, better equipped, 
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organized and served to know and do the 
people’s will,—take on this job at once 
and really study this monetary situation 
and determine what is the solution in the 
best interests of all the people now and 
for the future. 

Do not go away with the idea, “Oh, he 
is just a life insurance man with a lot of 
money to invest and he wants a higher 
interest rate.” There would be an awful 
lot of truth in that, but it is not the whole 
story, and it is not my money that is seek- 
ing investment; it is your money and the 
money of the policyholders scattered 
throughout this country. While we are 
worried about the investment of our 
funds in obligations of good quality in 
order that we may earn what we have to 
earn to remain solvent and liquidate our 
responsibilities to you and our other poli- 
cyholders, nevertheless we see a lot of 
reason for optimism, looking forward into 
the future. 

We are dealers in the long term. Our 
liabilities are for the long term and our 
investments are for the long term, and we 
are very rapidly getting into a situation in 
this country where there will not be many 





lenders competing with us in the makin 

of long-term investments. If the inflation- 
ary trend continues and the confusion that 
it generates increases, you know as well as 
I do nobody will lend money for a long 
term unless he has to. We in the insurance 
business are the only ones who have to, 
We have to earn somewhere around three 
per cent. or a little less, and we have to 
invest in some obligations of good quality 
which will give us somewhere around that 
return, and we cannot get that without go- 
ing into the long term. We see business 
demands for funds increasing every day. 
We know that by the expansion of old 
business concerns and the development of 
new concerns, the demand for long term 
funds will give us long term lenders rea- 
son to believe that our interest return will 
be a little better in the future. On the 
other hand, if that inflationary trend and 
its confusion does not continue, if finan- 
cial matters tighten up, money will tighten 
up for the very reason that its supply will 
be diminished, then higher interest rates 
will follow necessarily. So we think we 
are almost arithmetically in a position to 
see some improvement in the near future. 


Forecasting Sales and Expenses 


Excerpts from an address by Lisle W. Adkins, 
controller of the Crosley Corporation, Cincin- 
nati, presented at the Radio, Electronics and 
Electrical Industry Conference of the Fifteenth 
Annual Meeting of the Controllers Institute 
of America. 


We are all prone to coast when our par- 
ticular operation is going smoothly. Sales 
departments are no exception, and under 
today’s conditions they can easily be lulled 
into a state of complacency, with the re- 
sult that adequate provision is not being 
made for the competitive days which may 
soon be with us. 

To insure progress in this latter direc- 
tion the sales manager and controller to- 
gether should, if they have not already 
done so, go to work immediately on a 
program of market research and analysis. 
A program of this nature takes time, and 
there is no better occasion for its adoption 
than the present, while orders are roll- 
ing in without solicitation, to utilize the 
best brains available in developing and 
maintaining such a program. 

Short term forecasting and budgeting 
are Siamese Twins, and for that reason I 
believe that market analysis should be 
centered with either the controller, or 
pteferably the budget director—if the 
company has a budget director. 

Anticipating a falling off of the pres- 
ent exaggerated consumer demand in the 
not too distant future, the controller or 
budget director should be charged now 
with the responsibility of developing fac- 
tual sales data through the media of mar- 
ket analysis. With this information avail- 
able, a sales forecast can be scientifically 
determined. This forecast should be co- 





ordinated with purchasing and manufac- 
turing capacity as a measure of their func- 
tions, and, most important, it should be 
utilized as the basis for inventory control 
coordinated with a foreseen demand. 

At the minute when the supply of each 
manufactured product reaches the level 
of consumer.demand, we pass from a sell- 
ers’ to a buyers’ market. Consumer de- 
mand will then be developed only by such 
incentives such as new and improved fea- 
tures, expanded advertising and sales pro- 
motion, price reductions, and the like. It 
is doubtful if any two products are likely 
to reach this point of sales resistance at 
the same time, but it certainly behooves 
management to use every tool at hand 
to forecast this all-important data as ac- 
curately as possible for each product. 

The forecasting of costs and expenses 
is equally important. Forecasting, applied 
to the profit factor is one of manage- 
ment’s current “musts.” Such a forecast, 
intelligently developed, is accepted by top 
management as a guide by which they 
chart the course of operations and meas- 
ure the effectiveness of plans for cost re- 
duction. The difficulties of projecting 
profit factors are not made easier by the 
economic spasm which resulted from fail- 
ute of ‘“‘hold-the-line’” OPA policies, nor 
by today’s appeasement policies. 

Under these conditions, our obligation 
is to recognize more than ever before that 
lasting success in business is the outcome 
of careful planning. The wider and more 
frequent the fluctuations in business ac- 
tivities, the greater is the need for scien- 
tific planning. 
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Controllership Foundation’s Program Is 
“New, Necessary, Timely, Sound”, 
Controllers Are Told 


~~ 


The four-square basis on which the 
program of the Controllership Founda- 
tion, Inc. rests, was presented before the 
November 14 meeting of the New York 
City Control, in the Hotel New Yorker, 
by Clyde E. Watkins, who was recently 
appointed research director of the Foun- 
dation. Appearing with Daniel J. Hen- 
nessy, a past president of the Controllers 
Institute of America, who is now serv- 
ing as president of the Controllership 
Foundation, Inc., Mr. Watkins empha- 
sized, at the meeting, these points in 
connection with the Foundation: 

“In the first place it is new—for no 
other organization has undertaken inves- 
tigations into the field of business prob- 
lems on the same basis as that which is 
being done by the Foundation. 

“In the second place it is needed—be- 
cause Management must recognize and 
deal with considerations such as those 
which are being uncovered in our initial 
project, which as you know was well 
under way at the time I entered upon my 
duties. 

“In the third place it is timely—be- 
cause lack of understanding is at the 
root and nub of attacks which are being 
made on our economic system. 

“And finally, in the fourth place it 
deals with fundamentals—and is, there- 
fore, basic and sound. 

“The initial project of the Foundation, 
‘An Investigation Through Public Opin- 
ion Research into the Facts and Figures 
of Business Accounting,’ is underway,’ 
Mr. Watkins said, “‘and I hope shortly to 


be in position to make a progress report 
to you and the other Controls, looking 
toward a final report which we hope and 
expect will be disseminated throughout a 
broad cross section of American indus- 
try.” 

jm other aspects of the Foun- 
dation’s contemplated activities Mr. Wat- 
kins pointed out that, “the Controllers 
Institute is, of course, a founder-mem- 
ber of the Controllership Foundation, so 
that I shall be coming back to report on 
projects as they unfold and develop, and 
as each of them is in turn completed. 

“When I went the rounds to meet the 
individual members of the Board of 
Trustees I was particularly anxious to 
determine the extent of the real interest 
of each trustee in the Foundation, and 
the ambitious program which it had set 
out to accomplish, because I realized that 
the degree to which the trustees were 
troubled about the need for research in 
this great area of business problems 
would reflect the probable measure of 
success of this undertaking. 

“I am happy to be able to report that 
while I did not have the opportunity to 
meet all of the members of the Board of 
Trustees before undertaking the respon- 
sibilities of this engagement on Novem- 
ber first, I did meet a substantial num- 
ber of them; and I found them imbued 
with the importance of this development 
to the extent that they were willing to 
give of their time and attention and 
throw their weight in back of this opera- 
tion.” 


Postwar Economic Transition Seen as 
“Little Cause for Pride” 


Damage to the national economy in 
the first year of post-war transition is 
serious but not irreparable, in the opinion 
of the Guaranty Survey, monthly publica- 
tion of the Guaranty Trust Company of 
New York, which finds “‘little cause for 
pride” in the record. 

“It is a record of opportunities lost 
through ill-advised efforts to prevent, by 
arbitrary decision, natural and necessary 
economic readjustments,” the Survey de- 
clares. “It illustrates the dangers inherent 
in all attempts at centralized control and 
the imperative need for escaping from 
such control as fully and as quickly as 
possible. 

“Price regulation was desirable as a 
temporary device for smoothing price re- 
adjustments that might otherwise have 





been too violent. But it was not used for 
that purpose. It was used instead as an 
instrument for holding prices rigidly at 
an arbitrary level without sufficient recog- 
nition of the need for adequate business 
earnings as an incentive to production. The 
result was that reconversion was impeded 
rather than hastened, and inflationary 
pressures were strengthened rather than 
allayed. 

“Undoubtedly the most favorable fea- 
ture of the record has been the avoid- 
ance of large-scale unemployment. 

“Although the great nation-wide strikes 
are over for the time being, innumerable 
scattered disputes have continued to ham- 
per the industrial transition. 

“The Government's transition from 
war to peace is still far from being com- 
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pleted. The fiscal year 1946 ended on 
June 30 with a budget deficit of about 
$22 billion, resulting from expenditures 
of $65 billion and receipts of $43 bil- 
lion. War expenditures alone were run- 
ning at the annual rate of $22 billion 
during the last quarter of the fiscal year. 
Early forecasts for the current fiscal pe- 
riod indicate another deficit, and efforts 
now seem to be concentrated on achiev- 
ing a balance in 1947-48.” 





FOREIGN TRADE | 
(Continued from page 673) | 











recommends: “‘that the International Bank 
for Reconstruction and Development con- 
centrate primarily on the financing of the 
longer term international reconstruction 
and developmental programs; and that it 
provide, in the financing of each program, 
for a sharp acceleration in case of depres- 
sion.” 

As a further means of overcoming the 
worldwide effects of slowing of trade in 
bad times and as a way to keep commodi- 
ties moving, “the Committee suggests 
....that our public authorities promptly 
formulate specific plans for an interna- 
tional buffer stock agency designed to op- 
erate in the international markets for stor- 
able raw materials..... Such an agency 
would be directed to accumulate stock 
piles of storable raw materials during the 
period of depression and to dispose of 
these stock piles when high activity re- 
turns.” 

Recognizing the basic need for increas- 
ing our imports, for trade is a two-way 
street and in the long run a country can- 
not hope to sell unless it is prepared to 
buy, the Committee calls for negotiations 
for reduction in barriers to trade between 
countries. Some industries now enjoying 
protection might protest, but the Commit- 
tee says: “In a fundamental sense our pro- 
tected industries, themselves, would bene- 
fit from a move which caused them, at 
this opportune moment, to diversify their 
production and to direct their plans for 
expansion toward new lines of output.” 

Also, as a means of increasing the flow 
of imports into America, “The Committee 
recommends in addition that the Admin- 
istration proceed immediately, under the 
powers conferred in the Reciprocal Trade 
Agreements Act, to secure a substantial 
modification in our tariff structure. Such 
action is necessary (a) to counteract infla- 
tion, (b) to dampen a further rise in liv- 
ing costs, (c) to increase the availability 
of consumers’ goods to the American peo- 
ple and (d) to foster, at this propitious 
moment, the adaptation of the American 
economy to the new conditions that will 
be basic to peace and prosperity in the 
post war world.” 








The following summary of an address 
by Mr. Stead covers observations he pre- 
sented at the September meeting of the 
St. Louis Control of the Controllers: In- 
stitute THE EDITORS 


Every once in a while it is a good 
thing to stop and attempt to take stock 
of some of the trends which are under- 
lying the current economic situation. 
This is particularly true in a period like 
the present when day-to-day develop- 
ments in the foreign and domestic field 
are giving us all a bad set of nerves. 
With this objective in mind, I should 
like to consider our present picture 
from four points of view: What has 
been happening in employment, in the 
wage and labor field, in prices, and in 
production. 

The employment situation makes a 
good beginning because the picture there 
is bright. A summary of employment 
trends during the past few months, ap- 
pearing in the September issue of the 
Federal Reserve Bulletin, gives much 
reason for encouragement. In contrast 
with our fears of a year ago, we reached 
a very high level of employment—58 
million civilian workers profitably en- 
gaged in employment, and only 2.3 
million unemployed. Moreover, the 
comparatively small number of unem- 
ployed represents individuals who are 
between jobs and most of them have 
very good prospects of securing em- 
ployment shortly. 

This good general result is attributed 
to the very large demand for consumer 
goods which has stimulated production, 
together with a demand for personal 
services on a major scale. Moreover, 
there has been a reduction in hours of 
work from wartime levels which has 
accounted for the equivalent of 3 mil- 
lion jobs. Finally, withdrawals from the 
wartime labor force have been large. 

It is particularly encouraging to find 
that the employment situation of vet- 
erans is good. Nine of the 11 million 
veterans who have been released since 
V-J Day are employed, as are most of 
the servicemen released earlier. 80 per 
cent. of all the veterans are employed 
and only 7 per cent. unemployed, with 
the balance in school, on vacation, or 
unable to work. Although unemploy- 
ment compensation of $20.00 a week 
for 52 weeks has been available, those 
few veterans who have found it neces- 
sary to take advantage of this system 
have utilized the protection for an aver- 
age of only 12 weeks. 





Current Economic Conditions 


By William H. Stead 


The story as far as war workers is 
concerned is equally good. Six of the 
10 million new workers who were 
added to the labor force during the 
war have voluntarily retired from the 
labor market, including 4 million of 
the 6 million temporary women work- 
ers. An increase of some 4.5 million in 
civilian jobs as compared with wartime 
levels has absorbed the difference. 


WaAGE-LABOR PICTURE 


Turning to the wage and labor situ- 
ation, the picture is considerably darker 
but fortunately showing some signs of 
improvement. The surprising action of 
the Administration in removing wage 
controls shortly after the end of the 
war, while continuing price controls, 
served to throw the wage situation com- 
pletely out of line with normal wage- 
price relationships. In a period of ex- 
panding production and rising prices 
the rise in wages usually lags behind 
price increase. The action in removing 
wage controls, followed by the wave of 
strikes and the ‘‘across the board” wage 
settlements, almost reversed the nor- 
mal procedure, at least for a time. The 
result was that in the early months of 
1946 wages rose out of line with prices, 
labor productivity was low, and labor- 
management relationships in general 
deteriorated badly. 

During the last 3 or 4 months there 
are definite signs of improvement in 
these relationships. While we may have 
another round of wage increases as 
labor contracts terminate in the fall, it 
does not seem likely that we shall have 
wage increases on the same drastic pat- 
tern as during the earlier part of the 
year. Moreover, a slow improvement in 
labor productivity per man-hour is be- 
ing recorded in recent months. Of 
equal significance, top labor leadership 
is urging upon constituent unions the 
exercise of moderation in use of the 
strike weapon and the importance of 
holding demands for wage increases in 
line with price ceilings as well as em- 
phasizing the necessity of increased 
productivity to parallel increases in 
wages. 

In summary, a bad wage and labor 
situation is showing signs of slowly 
righting itself. 


PRICE TRENDS 


When we turn to price trends, the 
outlook is very uncertain. Fortunately, 
restraint on the part of holders of pur- 
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chasing power, both individual and 
business, has prevented a runaway in- 
flationary spiral. The danger of such 
inflationary developments is not past, 
however. A tremendous amount of pur. 
chasing power is available in the hands 
of the public. Not only are current in. 
comes at a very high peacetime level 
while consumer goods are not yet avail- 
able in desired quantities, but to add 
to the problem, there are very large 
reserves of purchasing power in the 
form of liquid assets a savings held 
both by business and individual owners, 
A survey of liquid assets made early 
this year showed liquid asset holdings 
of business enterprises totaling $79.8 
billion in contrast with $19.7 billion in 
1939, an increase of $60 billion. Per- 
sonal holdings reflected a tremendous 
increase from $45.4 billion in 1939 to 
$145.5 billion. 

Assuming that there have been no 
very substantial changes in these totals 
in recent months, we have an increase 
of $160 billion in reserve purchasing 
power to consider. In view of this 
threat it would seem the part of wis- 
dom to continue such restraints as are 
reflected in credit controls and the resi- 
due of price controls, and particularly 
to encourage the self-imposed restraints 
which have characterized the buying 
public in recent months. 


PRODUCTION OUTLOOK 


Turning to the production sector, we 
find a very mixed outlook. Develop- 
ments in the latter part of 1945 were 
as expected—a slow increase in civilian 
production due to the difficulties of re- 
conversion, shortages of key materials 
which had been extensively used: in war 
production, and labor shortages. Un- 
fortunately, the anticipated rapid gains 
in the early part of 1946 were not 
realized due largely to the epidemic of 
strikes and the low level of labor pro- 
ductivity. This situation was compli- 
cated by unexpectedly severe shortages 
of certain materials and by other factors 
such as freight car shortages. 

The last three or four months have 
shown considerable improvement. Not 
only has total production increased sub- 
stantially, but a number of key shott- 
ages of component parts and materials 
have disappeared. At the present time 
inventories of manufactured goods as 
well as goods in process of distribution 
are building up. Because of continued 
shortages of components, much of the 
production has not yet reached the con- 
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sumer. It may be vain Bag however, 
that within the next few months an 
increasing number of key shortages will 
be met with a rapidly increasing flow 
of finished goods reaching the consumer. 

Despite the fact that production is 
slower than we should like to have it, 
there may be some advantages in this 
slower and more gradual rate of ex- 
pansion. The fact that many types of 
goods have not yet reached the market 
in sizable supply seems to be a factor 
in deferring expenditures on the part 
of consumers. Moreover, should pro- 
duction move at a rapidly accelerated 
pace to meet the pent up demands car- 
ried over from the war period, we 
might easily move to a level of produc- 
tion in the next few months that we 
could not hope to sustain. We have the 
equivalent of two years’ purchasing 
ower now available and it would be 
best to spread the excess purchasing 
power over a slowly expanding produc- 
tion during the next three or four years, 
thus avoiding a too precipitate rise in 
either production or prices. 

One of the factors in the slow rate of 
roduction growth is the shortage of 
skilled workers. This is accentuated by 
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the very slow rate of replacement of 
skilled workers. During the war the 
shortage of skilled workers in the mass 
production industries, such as muni- 
tions, led to a rapid substitution of job 
breakdowns and other skill saving de- 
vices. Present evidence is that so few 
apprentices are being trained currently 
that we may anticipate continued short- 
ages of key skilled workers. 

In summary, there seems to be reason 
for moderate optimism in reviewing 
our current economic situation. The 
employment picture is good, better 
than we had any reason to believe 
would be the case. A bad labor situa- 
tion is showing signs of improvement. 
Production is slowly expanding, and 
key shortages are being filled one by 
one. The remaining serious danger 
points are a threat of inflationary price 
rises due to the very large volume of 
purchasing power available, and a seri- 
ous bottleneck in production due to 
shortages of skilled workers. The most 
serious danger is the remaining infla- 
tionary threat which calls for the exer- 
cise of great individual restraint on the 
part of the holders of purchasing power 
reserves. 


What Congress Did in 
Social Security —1946 


The Second Session of the Seventy- 


ninth Congress devoted considerable at- - 


tention to social security, including a 
freeze of the payroll tax and broadening 
of the program, reports “American Eco- 
nomic Security.” 

Faced with automatic increase of the 
Old Age and Survivors Insurance tax 
January 1, Congress gave final approval 
to an amendment (H. R. 7037) provid- 
ing for (1) the freezing of the one per 
cent. tax rate on employers and employees 
for old age and survivors insurance for 
another year; (2) special survivors in- 
surance coverage for families of veterans; 
(3) coverage of 200,000 maritime work- 
ers under unemployment compensation ; 
(4) increasing benefits under old-age as- 
sistance, aid to dependent children and to 
blind persons. 

A compromise to increase by $5 federal 
contributions to states for old age pen- 
sions broke a stalemate in Senate-House 
conference on the social security bill. 

Security Agency: Reorganization of the 
Federal Security Agency became effective 
when the Senate failed to confirm House 
tejection of President Truman’s plan No. 
2, in the governmental reform program. 
Shifted to FSA are functions of the old 
Social Security Board and various health 
and welfare agencies. 

Crosser Bill: This legislation (H. R. 
1362) to liberalize the railway retire- 


ment and unemployment compensation 
program holds significance for other in- 
dustries by making a pattern for possible 
broader revision of social security. Under 
the rail unemployment insurance program 
(1) maximum daily benefits are increased 
from $4 to $5, (2) maximum duration 
raised from-20 to 26 weeks, (3) maxi- 
mum amount payable boosted from $400 
to $650, and (4) payments for unem- 
ployment caused by non-occupational sick- 
ness or injury is provided. 

Cash sickness benefits will be paid by 
railroads out of taxes previously collected 
for unemployment compensation. Disabil- 
ity benefits are increased. Taxes are in- 
creased to a maximum of 15.5 per cent. 
(9.25 per cent. from employer and 6.25 
per cent. from employee). 

Hospital Aid: A Federal-State grant- 
in-aid program to survey the need for 
hospitals and provide for their construc- 
tion is authorized in the Hospital Survey 
and Construction Act (S. 191). The Fed- 
eral Government contributes $75 million 
a year, for five years, under a variable 
grant formula. 

Senate Study of Social Security: A full 
and complete study and investigation of 
all aspects of social security is authorized 
in Senate Resolution 320. A six-member 
advisory council will be appointed to re- 
port its findings to the Senate Commit- 
tee on Finance. 
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Health Insurance: Extensive hearings 
were held but no Senate-House action 
taken on the Wagner-Murray-Dingell 
Bill (S. 1606) for a national compul- 
sory health insurance plan. 

USES: Return of the United States Em- 
ployment Services to the states in Novem- 
ber was provided in H. R. 6739. This 
shift was urged by the Chamber of Com- 
merce of the United States, the Control- 
lers Institute of America, and many other 
organizations. 


Warning Is Sounded on 
Inventory Replacement 


Warning that selective and careful buy- 
ing is necessary from now on, A. W. 
Zelomek, economist, said that the present 
boom in prices is ‘‘essentially an inventory 
replacement boom” and predicted that it 
has only a limited time to run. In a 
speech prepared for delivery before the 
Purchasing Agents’ Association of North- 
ern California, Mr. Zelomek, economist 
for International Statistical Bureau and 
Fairchild Publications, pointed out that 
every preceding inflation has been fol- 
lowed by a deflation “and I see no reason 
to believe that this rule will be violated 
on the present occasion.” 

He told the meeting that when the war 
ended, reasonable estimates of inventory 
requirements centered around $8,000,- 
000,000. 

“From the end of December to the 
middle of this year,” he continued, “the 
gain in inventories amounted to $2,500,- 
000,000. For 1946 as a whole the inven- 
tory gain is likely to approximate or ex- 
ceed $7,500,000,000. With a further 
gain in both unit ‘production and prices, 
the value of output will be at such a high 
level by the end of the year that con- 
tinued activity at the same rate through- 
out 1947 would mean a further inven- 
tory accumulation of at least $10,000,- 
000,000. 

“That would be too much,” he said. 
“My own conclusion, therefore, is that 
year-end production and price levels can- 
not be sustained throughout 1947.” 

Discussing the world price situation, he 
said the normal causes of inflation are 
somewhat stronger now than after the 
last war. 

He added, however, that there are 
counter-effects, one of which he listed as 
Government policies, particularly in Great 
Britain and the United States, which have 
made a deliberate attempt to prevent run- 
away price movements. Other countries, 
such as Canada and Sweden, in response 
to rising prices in the United States, re- 
valued their currencies upward in an at- 
tempt to insulate their own economy, he 
said. 

“Policy factors, I believe we must con- 
clude, are somewhat more strongly anti- 
inflationary than they were after the last 


war. 
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Treasury Implements Provisions of 
Anglo-American Tax Convention 


Domestic corporations paying dividends 
to foreign companies may reduce the 
amount of United States taxes they are 
required to pay, under provisions of the 
Anglo-American tax convention, now 
implemented by Treasury Department 
regulations. 

A tax rate of only 5 per cent. is ap- 
plicable for companies qualifying under 
the provisions, which form one part of 
T. D. 5532, issued by the Treasury De- 
partment early in September. 

The dividend provisions are applicable 
in cases where distributions are made by 
a United States subsidiary corporation to 
a foreign corporation controlling, di- 
rectly or indirectly, 95 per cent. or more 
of the voting power of the United States 
Corp. 

Thus, for example, the X Corp. is a 
domestic corporation, 97 per cent. of the 
entire voting stock of which is controlled 
by the Y Co., Ltd., foreign corporation 
managed and controlled by the U. K., 
and not having a permanent establish- 
ment in the United States during 1945— 
the year in which the dividend was paid. 
The Y Co. is subject to U. K. taxes with 
respect to any dividends received by it or 
credited to its account in the United 
States. 

The X Corp., under the example, de- 
rived not more than 25 per cent. of its 
gross income from interest and dividends 
from corporations other than its own 
subsidiary corporations during the three 
preceding years, 1942, 1943 and 1944, 


The reduced rate of tax of 5 per cent. 
is applicable to a dividend paid by the 
X Corp. to the Y Co., July 1, 1945. 

The limitations as to income receipts 
from interest and dividends, over the 
three preceding years, arise from provi- 
sions in the regulation to the effect that 
the 5 per cent. rate shall apply if not 
more than 25 per cent. of the gross in- 
come of the domestic corporation paying 
the dividend consists of dividends and 
interest for the three-year period preced- 
ing. The tax benefit is also barred if the 
relationship between the domestic corpo- 
ration and the foreign corporation has 
been “arranged or maintained” primarily 
with the intention of security a reduced 
tax. 

Corporations contemplating claiming 
the right to the reduced tax are required 
under the new regulations to supply the 
Commissioner with information as to the 
corporate control and other related data 
“as soon as practicable.” 

The provisions apply with respect to 
dividends paid after January 1, 1945. 

Until a determination is made by the 
revenue commissioner that the dividend 
payment is subject to this special treat- 
ment, taxes are required to be withheld at 
the rate of 15 per cent. 

The income tax convention between the 
United States and the U. K. was signed 


April 16, 1945, and effective, for pur- 


poses of the United States income and 
excess profits taxes, for taxable years be- 
ginning on or after Jan. 1, 1945. 


Tax Court Ruling Aids Corporate 
Profits Due to Research 


Broad scope for tax relief to corpora- 
tions engaging in research or develop- 
mental work was given by the United 
States Tax Court in a ruling recently, 
“The New York Journal of Commerce” 
points out, which virtually discarded the 
requirement that to be eligible for such 
relief income must be “‘abnormal’’ except 
in amount. 

The ruling clarifies the extent to which 
companies developing new products by 
research are entitled to excess profits tax 
relief based on “abnormal” income real- 
ized when the product begins to yield a 
return. The aim of the provisions is to 
enable business to compensate for the 
earlier years when income was reduced 
because of the developmental work. 

At issue in the Tax Court case were 
receipts from the manufacture and sale of 
plastic buttons, developed after many 
years’ experimentation in the field. 

The Tax Court had to consider the cor- 





rectness of the position taken by the In- 
ternal Revenue Bureau that the company 
was not entitled to relief provided for 
“abnormal” income since it was “‘habitu- 
ally and continuously” engaged in experi- 
mentation and research. 

The court denied the correctness of 
this position, saying that it made no dif- 
ference at all whether the company en- 
gaged in experimentation continuously or 
not. 

Instead the court set forth this main re- 
quirement for the relief: 

“If in the tax year the income it en- 
joyed as a result of prior activities in this 
field was more than 25 per cent. greater 
than that for the base years, the necessary 
condition has been met,’ the court said. 

Relief is permitted to the extent of the 
“excess over 125 per cent.” of the so- 
called ‘abnormal’ income as compared 
with the average income of the same class 
for base years, it was stated. 





Analyzes Ruling on Stock Options 


Stock purchase options under recent 
Treasury rules were discussed by Paul D, 
Seghers, certified public accountant of 
New York, in the June, 1946, issue of 
“The Journal of Accountancy.” Mr. Seg- 
hers pointed out in his conclusion that 
“an employee should not be denied the 
right that any investor has to invest in 
stock and be taxed on his gain only when 
realized. If an employee is given a stock. 
purchase option as part of, or in lieu of, 
other compensation, in such a case he 
should, of course, be taxed upon the ex- 
cess of the fair market value of the stock 
over the price paid. If, however, without 
regard to the amount of his compensation, 
a corporation sells him shares of its stock 
because it desires to have him as a stock- 
holder-employee, the unrealized, theoreti- 


cal, paper profit on such a purchase | 


should not be subject to a tax that will 
force him to sell a part of the stock he has 
just purchased. The courts have long so 
held, and the regulations have so pro- 
vided since January 4, 1939. The tule 
should not now be changed.” 

The recent change in Treasury regula- 
tions was included in TD 5507 of April 
12, 1946 and an interpretation of the new 
Treasury decision, so far as it relates to 
stock options granted employees, was is- 
sued by the Bureau of Internal Revenue 
(IT 3795). Mr. Seghers states that the 
change made by the Treasury Department 
“provides that every purchase of property 
(of every kind) for less than market value 
by a stockholder or employee results in 
taxable income to such purchaser, and the 
difference between the amount paid end 
such fair value shall be included in tax- 
able gross income. 

“From January 4, 1939 to April 12, 
1946, the regulations were so worded as 
to recognize that the extent, if any, that a 
purchase by an employee or stockholder 
results in taxable income is, in every in- 
stance, a question of fact. 

“The Bureau of Internal Revenue has 
issued an interpretation of the new Treas- 
uty Decision so far as it relates to stock 
options granted employees. This ruling 
holds that every purchase of stock by an 
employee at less than market value is now 
to be treated as giving rise to taxable in- 
come (compensation). According to this 
ruling, the-excess of the fair market value 
of the stock on the date received by an 
employee, over the price paid, in every in- 
stance constitutes compensation. This is 
held to be so regardless of the circum- 
stances surrounding such’ purchase. The 
Bureau ruling holds, in substance, that 
options given to employees for the bat 
chase of stock are to be disregarded in 
every case in determining the taxable ef- 
fect of stock purchases by such employees. 
This is contrary to al] Board of Tax Ap- 
peals and court cases involving such put- 
chases.” 
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In every business organization there is 
someone to whom is delegated the re- 
sponsibility for buying the necessary in- 
surance. In some cases this will be the 
sole function, and there will be an in- 
surance manager who is ably qualified by 
specialized knowledge and experience to 
handle such complicated and_ technical 
problems. More often insurance will be 
just one of several activities which are 
assigned to some executive or accountant, 
frequently to the controller—and often 
it is the activity which he handles at odd 
moments and to which he gives the least 
time and study. 

In every case the thoughtful executive 
will live in some degree of terror lest a 
loss or a damage suit may uncover a 
peril which he has overlooked or insufh- 
ciently insured, and the chief executive, 
the board of directors and the stockhold- 
ers suffer loss and “demand his head”’ as 
a penalty. Thus he will always wish to 
shift at least some of the responsibility 
by seeking advice and direction from 
others. Even though he be following the 
direction of a superior officer or of the 
board of directors in conducting the pro- 
gram, they too will wish to escape blame 
by looking to him for the wise and dis- 
criminating judgment which they expect 
to lie behind his recommendations and 
decisions. To whom may the buyer look 
for help he needs ? 

In many cases it will be to those from 
whom he buys his insurance that the con- 
troller will look for the information, 
judgment and technical advice on which 
to make his decisions. Without the least 
desire to impugn their motives, or any 
attempt to debate the relative merits of 
dealing with an agent versus a broker, it 
is at least permissible to point out the 
fact that both are in business to sell in- 
surance, and they sincerely believe that he 
who buys the most—or the most kinds of 
—insurance is the best insured. Also that 
they naturally will be inclined to recom- 
mend their own companies and contracts, 
and can hardly be expected to talk about 
the companies from which they cannot 
get commissions. And when the loss oc- 
curs (as it often does) which the com- 
pany adjuster explains is not covered by 
the policy, or finds it necessary to apply 
a co-insurance penalty, it is disconcerting 
to find that the loss department of the 
company (ies) involved, like the courts, 
construes the policy as written and not 
as the assured and the agent or broker 
would like to re-write it to fit the loss. 

Still depending upon agents or brok- 
ets, some buyers feel that if they deal 
with two or more good (meaning old- 


Insurance Coverage Analysis Is Important 


By Dwight W. Sleeper 


time or big) offices so as to compare their 
policies and costs, or if they invite sev- 
eral offices to “bid’’ for their business, 
the competition between them will keep 
the individual with whom they deal and 
his associates ‘‘on their toes’ and that 
each will be quick to procure every pos- 
sible advantage for the assured. But this 
plan overlooks the fact that each office 
seeks to duplicate the form of the other (s) 
to avoid “non-concurrencies” while the 
form in question which was carefully 
worked out at some time in the past no 
longer correctly fits the current situation, 
or that both offices are comparing figures 
to protect each other against loss of busi- 
ness, or that both are required to use 
bureau or manual rates which have not 
been republished to give effect to im- 
proved conditions or competitive credits. 


WHERE TO TURN? , 


In some cases buyers have concluded 
that if they concentrate all of their in- 





surance in one office, the large premium 
involved will be so important that no 
stone will be left unturned in seeking 
every advantage for the assured. But, 
while in the beginning the controlling 
agent or broker may be most diligent in 
his investigations, there is always a human 
tendency to slow down as he becomes 
more sure of retaining the business, or 
to turn the handling of it over to subor- 
dinates or office clerks while the producer 
of business goes hunting for more ac- 
counts. He may assume that by reason 
of his original acquaintance with the de- 
tails, and his occasional contacts with the 
management, he is keeping himself fully 
informed, and so he neglects to make the 
frequent inspections and analyses which 
are necessary to keep himself and all poli- 
cies abreast of the current operating con- 
ditions and requirements. 

Recognizing that the correct determin- 
ing of values to be covered and legal in- 
terpretations by the courts are involved in 
devising insurance contracts which will 
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include: 





Answers to Questions 
| of 


Controllers—Financial Officers 


Six newly published pamphlets of the Controllers Institute pro- 
vide information that is of timely significance to corporate officials, 


particularly controllers and financial executives. The subjects covered 


“Controllership Problems in Distribution” 

“The Controller’s Interest in Public Relations” 

“Fiscal and Economic Problems and Policies” 

“The Controllers Institute: Then, Today, and Tomorrow” 
“The Search for Social Security” ' 

“Controllers’ Reports to Top Management” 


Available NOW at 50c each. Please send remittance with order. 
| Paper restrictions limit the number of copies—please order early. | 
Published by 
CONTROLLERS INSTITUTE OF AMERICA 


| One East F orty-Second Street 


| 


New York 17, New York 
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stand the test of disaster, many buyers 
look to their accounting records and to 
their certified public accountants for guid- 
ance in reference to the sufficiency of 
amounts, and some firms submit all poli- 
cies to an attorney. Wide observation and 
years of practical experience have demon- 
strated that such procedures are, at least, 
incomplete. 

Most insureds and many public ac- 
countants do not realize that their ac- 
counting records are of limited or no 
value in the adjustment of building and 
equipment losses, and they have an in- 
stinctive inclination to regard as dishonest 
the idea of keeping a different set of rec- 
ords to be used for insurance purposes. 
Yet that is just what must be done. It 
must be explained that accounting proced- 
ures concern themselves with recording 
original costs and with depreciating them 
to extinction with all allowable rapidity. 
Also it is common practise to charge off 
to expense many items which have a con- 
tinuing use and value but which do not 
then appear in any record of assets. Insur- 
ance presumes that damaged or destroyed 
property must be immediately replaced 
and so losses are paid on the basis of cur- 
rent replacement costs less depreciation 
which is calculated on the basis of the cur- 
rent condition of the insured property and 
of the remaining useful life, all without 
regard to the original cost or the recorded 
asset value. If losses are to be so calcu- 
lated and paid, obviously the insurance 
companies expect the property to be in- 
sured on the same basis of value, and usu- 
ally a co-insurance penalty deduction will 
be made in the recoverable loss propor- 
tionate to the percentage of deviation 
from the warranted percentage of insur- 
ance to value. Thus the informed C.P.A. 
will seldom attempt to advise how much 
insurance should be maintained. 

While it would be improper to ques- 
tion an attorney’s knowledge of the spe- 
cialized body of insurance laws and deci- 
sions, or to fail to recommend that all 
matters relating thereto be referred to 
him, it is seldom that lawyers become fa- 


miliar with determining insurable values, — 


underwriting rules and requirements, and 
the practical aspects of adjusting losses 
other than damage suits, and even corpo- 
ration lawyers may not give much atten- 
tion to insurance claims. 

The profession of “insurance consult- 
ant” is so new as to be in need of some 
definition or explanation in order that its 
functions may be understood. As a matter 
of fact, it is not clearly defined in the 
thought and practises of those who call 
themselves consultants, advisers, counsel- 
lors, analysts, and such, for some of them 
attempt to combine the functions of ad- 
viser with those of a licensed agent or 
broker and take pay for services rendered 
from the assured and from the companies 
for such insurance as the client will per- 
mit them to place, while others feel that 


such a dual relation would bias their un- 
prejudiced approach to the problems to be 
solved and accept compensation only 
from their clients; some offer their serv- 
ices for a percentage of any savings in the 
cost of the insurance which they effect (or 
make available to the client) while others 
serve only for a fixed fee. 

It has been observed that while many 
agents and brokers believe themselves 
competent to act in an advisory capacity to 
their assureds and see no reason for ques- 
tioning of their advice, they resent the at- 
tempt of those who hold themselves out 
to the public as consultants to write or to 
“broker’’ insurance on the side. 

It would be wrong for an insurance 
consultant to attempt to minimize the 
value of the competent insurance sales- 
men, whether agents or brokers; their 
place and functions are well established 
in the business world. But not until the 
qualifications and ethical procedures of 
the insurance consultant's profession are 
as soundly established and policed as are 
those of the certified public accountant 
will they. merit, and be accorded, the same 
confidence and trust. 

A good start has been made in this di- 
rection in the state of Massachusetts, 
where several years ago the Legislature 
took cognizance of the unethical and 
harmful activities of certain out-of-state 
“advisers,” and passed regulatory laws 
with severe penalties for their infringe- 
ment. Now the insurance commissioner is 
empowered to license as insurance con- 
sultants those who are deemed qualified 
by knowledge, experience and character, 
and to revoke this privilege for cause. It 
is reported that during the past five years 
over eight hundred persons have applied 
for such a license, of which only thirty 
have been selected for examination and 
only eight are now permitted to operate, 
of which six are presently restricted to 
practise their profession only with respect 
to life, health and accident insurance. 
Without such a license it is unlawful for 
any person to offer, in Massachusetts, to 
counsel the buyer of insurance for pay, ex- 
cept in the capacity of attorney at law or 
as a duly licensed salesman of insurance. 


STATE RESTRICTIONS 


In other states the laws impose no te- 
strictions on the activities of insurance 
consultants, provided they do not try to 
sell insurance without being licensed to do 
so or do not run afoul of the bar associa- 
tion by purporting to give legal counsel 
without being licensed as an attorney. But 
in every case the reputable and _trust- 
worthy insurance consultant will not only 
want a prospective employer to examine 
his list of clients but also will urge that 
inquiry be made among them to deter- 
mine their opinion of his ability and the 
advantages to be expected from his work. 
He will always present a service agree- 
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ment or contract for signature by the em- 
ployer, in which will be clearly outlined 
the scope of services to be performed, the 
fee to be paid (or the basis for computing 
it if contingent on anything) and the 
terms of payment so there may be no mis- 
understanding about such details; and the 
point or the date of termination of the 
service. 

Some consultants specialize in certain 
types of insurance in which their experi- 
ence makes them particularly effective. 
Some expect to be employed only once 
and charge “‘all the traffic will bear,” par- 
ticularly if the client is in distress; others 
undertake to bring about a perfecting of 
all insurance contracts and procedures and 
then to see that no deterioration sets in by 
a continuing supervision and consultation, 
in which case their fees will be set at a 
point which the client recognizes as 
clearly earned and not burdensome to 
pay; where the work is well done this 
group of consultants may look forward to 
an established clientele among whom they 
and their staff may be fully employed, and 
the clients may expect to receive, on a 
part-time basis, the advantages which 
would result from the full-time employ- 
ment of a high-priced Insurance Manager 
by any one of them. 


ESSENTIAL REQUIREMENTS 


Regardless of who is to devise and 
maintain an adequate insurance program, 
the essential requirements are: 


1. Fact finding. 

2. Drafting of insurance contracts. 

3. Buying of Policies from selected companies. 

4. Continuous balancing and adjusting of poli- 
cies in relation to changing business needs. 


The methods by which one will meet the 
requirements of such an assignment may 
vary with the degree of experience and 
comprehension of the responsibility in- 
curred by the person involved, or by any 
limitations imposed by the employer and 
the fee to be paid. Too often the client 
(who may be the controller, president, 
board of directors or owners) will under- 
stand so little of the technical details that 
all he can visualize and allow credit for is 
resultant cost reductions, which may be 
most easily accomplished, without the un- 
covering of deficiencies and voidances 
which may be the means of wrecking the 
business when the disastrous loss or dam- 
age suit is encountered. 

Important as savings may be, they are 
of small consequence compared with the 
certainty that there is adequate and com- 
plete indemnity and defense under con- 
tracts which will certainly cover the perils 
and without the necessity of litigation or 
compromise, and written by companies 
which will fairly and surely meet their 
obligations. There is a growing recogni- 
tion among top executives and boards of 
directors that they need help from some 


(Please turn to page 704) 
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Every 


single record 


a ‘solo’! 


We mean, naturally, your kind of 
records—not of song hits, but sales, 


stocks, accounts receivable. 


They, too, can be a “‘solo”’ perform- 
ance—for by means of Comptometer 
Peg-Board applications, you can make 
one posting of an item the last. At a 
single stroke, by a single person, per- 
manent records are created which need 
never be copied. 


W.W. AYER & SON 


Comptometer Peg-Board account- 
ing eliminates needless and expensive 
steps. It cuts down the costly hazard 
of error—speeds up procedure on 
most jobs. 

Economy-minded business—large 
and small—appreciates the almost in- 
credible savings they effect in the han- 
dling of inventory, payroll, financial 
reports, sales analysis, and similar 


accounting problems. 


To learn how to simplify your own 
problems, write or telephone your 
nearest Comptometer representative. 
The Comptometer, made only by 
Felt & Tarrant Manufacturing Co., 
Chicago, is sold exclusively by the 
Comptometer Company, 1734 North 
Paulina St., Chicago 22, Ill. 


ComMPTOMETER 


REG. U. S. PAT. OFF. 


ADDING-CALCULATING MACHINES 











684 The Controller, December, 1946 





Scanning the Controllership Scene 








Unions Hostile to Private Benefit Plans 


Some labor unions are becoming increasingly hostile to pri- 
vate benefit plans which supplement Social Security retirement 
benefits under OASI, “American Economic Security’ points out, 
adding that “these unions object to company discretion, under 
pension plans, requiring retirement at age 65. If any welfare 
and benefit programs are to be provided, the union either wants 
a voice in determining policies, providing programs, or wants to 
own and operate these programs. One reason for this reaction 
is that the union leadership frequently does not like to see 
genuine bonds and cooperation between management and work- 
ers. Some unions instead of selling union membership on its 
merits to the workers, insist not only on strong government 
support for these unions, but hope that the union treasury and 
the union leaders become, in the mind of the worker, the ex- 
clusive source of worker protection.” 

The publication states there is a strong motivation behind the 
so-called health and welfare funds which many unions have 
secured or are demanding from management. In other words, 
management and, to a large extent, the consumer are being 
forced to finance health and welfare funds in order that union- 
ism and union leadership may be more deeply entrenched. This 
is a problem, it says, that management ought to examine closely. 


Fact-Finders, Please Note! 


Basing its observations on a recent Department of Commerce study 
of corporation finances, the Cleveland Trust Company’s Business 
Bulletin points out that since 1941, and all through the war period, 
there has been a steady decline in the cents of profit per dollar of 
sales. From a high level of 6.19 cents in 1941 the profit declined 
to 3.21 cents in 1945. Preliminary estimates, which in the nature of 
the case must be only tentative, and which are not a part of the 
official computations, indicate a still lower profit rate for 1946. 

The average for the four war years of 1942 through 1945 is 3.56 
cents of profit for each dollar of sales, which, the bank’s review 
states, is ‘ta most moderate profit figure for wartime, and its mod- 
eration reflects credit both on the manufacturers and on the adminis- 
trations of the government agencies which purchased large propor- 
tions of the goods that were produced.” 


Reward for Management E ficiency Endorsed 


In a recent poll of state regulatory bodies, the bulk of 
sentiment, favoring a 6 to 614 per cent. return, supported a 
rate of return of 6 per cent. for electric utility companies. In 
the case of gas companies, reports Shelley Pierce in “The 
Journal of Commerce,” the majority favored a return of 6 
to 61% per cent., with a larger number supporting the higher 
amount. The survey, conducted by Institutional Utility 
Service, Inc., also disclosed an overwhelmingly affirmative 
answer to a query whether the commissions believed that 
management efficiency should be rewarded by allowing a 
more liberal return. 


Employment and Pay Rolls UP; Production down 


Speaking of labor productivity, or the lack of it, or whate’er 
it be: General Motors in the month of September, 1941, had 
265,000 employees and produced 55,000 cars a week. In July, 
1946, the company employed 323,496 people—and they pro- 
duced only half as many cars as the company did in 1941. 

The General Motors case is not, however, an exception taken 
to prove a point. Looking at the automotive industry, as a whole, 
the same result is noted. For example: Employment and dollar 
pay rolls in the automotive industry have reached an all-time 


high for peacetime operations, it was announced in the October 
issue of “Automobile Facts,” monthly publication of the Auto- 
mobile Manufacturers Association. 

Based on the latest figures of the United States Bureau of 
Labor Statistics, automobile, body and parts plants in the in. 
dustry are paying out nearly $36,000,000 weekly to 699,000 
hourly-rated workers, an increase of 67 per cent. in dollar pay- 
ments and 25 per cent. in number of workers over January, 
1941, the publication states. 

Production of automobiles and trucks, however, amounts to 
only 1,621,816 for the first eight months of 1946, or less than 
half of the 3,587,745 units turned out in the first eight months 
of 1941. 

Salaried employees in engineering, purchasing and other de- 
partments have also increased, according to Automobile Facts. 
While industry-wide totals are unavailable, personnel has been 
added to combat materials and parts shortages and to keep 
abreast of paper work necessitated by Government controls. 

One company alone employs 18,000 more salaried employees 
today than in 1941, or as many as were employed in the entire 
flat glass manufacturing industry in 1939. Another has more 
than doubled its salary pay rolls, while a third company has 
increased salary workers by 2,000 since 1941, the publication 
declared. 


Three Points in Fire Prevention Program 


At the present time, the economics of an adequate fire prevention 
program depend mainly upon the lowering of fire losses themselves 
and the effect of such reductions on the basic state premium rate. 
The grading schedule of the National Board of Fire Underwriters 
provides a certain amount of credit for good building laws and 
control over hazards which are important elements of a fire pre- 
vention program. It does not, however, provide direct credit for 
a comprehensive program which is supervised by a competent fire 
prevention engineer. Some students of the problem believe this 
should be done and that more weight should be given to fire preven- 
tion work, 

A good fire prevention program is characterized by the Tax Foun- 
dation as: (1) a comprehensive fire prevention code which is rigidly 
enforced; (2) competent technical surveys and inspections of com- 
mercial and public buildings; and (3) an effective public relations 
program. 


What the Unions Are Asking 


Some typical recent union demands, as outlined by the 
American Management Association, include the following: 


(1) Guaranteed annual wage (minimum number of weeks 
work per year), (2) Thirty-hour week with no loss of earn- 
ings—six-hour day, (3) Prohibition against arbitrary re- 
tirement of workers over certain age, (4) Time and one-half 
pay for work on Saturday and double time on Sunday, (5) 
Elimination of incentive pay systems. 

(6) Industry-wide collective bargaining and contracts, (7) 
Health and medical insurance, (8) Payment of grievance 
committeemen, (9) Double time for work on holidays, (10) 
Pay for holidays not worked. 

(11) Premium pay for Saturday work, (12) Liberalized 
vacation plans, (13) Wage increases of unvarying amounts, 
(14) Union shop instead of maintenance of membership, 
(15) Company security clauses. 

(16) Escalator clauses, (17) Cost-of-living bonuses, 
(18) Joint administration of benefit programs, (19) Portal- 
to-portal pay, (20) Unionization of supervisors. 
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Forgetful Stockholders’ Dividends Pile Up 


Several million dollars in dividend checks are lying un- 
claimed in the vaults of corporation transfer agents, awaiting 
missing stockholders, reports the Skip Tracers Co., of New 
York, after a recent survey. A spot check of 500 corporations 
disclosed that they alone did not know the current addresses 
of 167,000 stockholders, one firm heading the list with 40,000. 
There is no telling how many of these missing stockholders 
are deceased, but another study shows it is the little investor 
who has had the lapse of memory or has mislain or lost his one 
to 10 shares of stock. 

Stockholders have little protection as far as unclaimed 
dividends are concerned, it was explained. In New York a 
corporation remains liable for a dividend in a suit at the hands 
of a stockholder for the six-year limitation period. After that 
the stockholder is without remedy. Actually, many corpora- 
tions pay unclaimed dividends regardless of the time elapsed 
and carry it on their books as a liability, it was reported. In 
a recent instance a man entered a New York corporation office 
with a stock certificate for 10 shares which had been issued in 
1879. He was informed that the stock was worth $266. A 
further check was made of the books of the corporation and 
he was given $2173 in dividends which had accumulated over 
the years. 


Bank Trend Toward 5-Day Week 


The New York State Bankers Association finds an overwhelming 
majority of the state’s banks favor legislation permitting a five-day 
bank week throughout the year. A poll by the association brought 
a response of 84.1 per cent. in favor of such a movement, while a 
year ago a similar poll showed only 58.4 per cent. favored the 
short bank week. Chester R. Dewey, association president and presi- 
dent of Grace National Bank, said 435 of the 517 banks that re- 
sponded to the poll were in favor of the proposal, while 82 banks 


opposed it. 

Meanwhile, on the national scene, the American Bankers Assn. 
began inquiring how the various state associations felt on the sub- 
ject, with the aim of aiding in drafting of proposals to be offered 
to the state legislatures covering permissive laws. In the event 
the major banks adopt a Saturday closing the year around, it is be- 
lieved the securities exchanges will take similar action. There are 
some who think this may be followed by enlargement of trading 
hours of week days. 


Mid-’46 “Real” Wages Above Pre-War 


Wage earners, almost without exception, could purchase 
more in terms of goods and services in mid-1946 than before 
the war, according to a study of the wage-cost-price dilemma 
released by the National Industrial Conference Board. This 
situation existed, according to the study, despite the loss of 
real net spendable earnings or “take home” pay in certain in- 
dustries since the end of the war. In mid-1946, the average 
manufacturing worker had approximately $8 more per week 
in purchasing power at his command than in 1939, and could 
thereby raise his standard of living by more than a third. 

Coal miners, The Conference Board points out, made even 
greater gains than did manufacturing workers. In June, 1946, 
the real weekly take-home for anthracite miners was 65.6 per 
cent. above 1939, while the amount for the soft coal miners 
nearly doubled during the same period. Wage increases granted 
in other non-manufacturing industries were somewhat less spec- 
tacular. 

Wage-earner income and the cost-of-living index pursued 
the same general trends in the fwst peacetime years after both 
World Wars. The factors underlying the behavior of earnings 
and living costs were often quite different, but the results were 
generally the same during the two periods, In both cases, how- 
ever, actual weekly earnings in manufacturing were relatively 
stabilized, the cost of living went up, and the real take-home of 
factory workers declined somewhat from wartime peaks. While 
the earnings parallel between 1946 and 1919 is close, other 
important economic factors are found to be considerably dif- 
ferent. Peacetime productive capacity, for example, now far 
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exceeds 1919 capacity. Current liquid funds are estimated at 
more than three times those of 1919. The government debt at 
the end of World War II is almost ten times that of World 
War I. 


Balanced Budget Battle Foreseen 


Even though the recent election seems to demand an immediate 
return to a sound fiscal policy for our government, Henry H. Hei- 
mann, executive manager of the National Association of Credit 
Men, warns that the actual job of putting our government back 
on a pay-as-you-go basis will be a very difficult one. He points out 
that the false economy of deficit financing has been so firmly in- 
grained in the minds of so many people that those who have bene- 
fited by the “prodigal son” program will now fight against such 
changes. He warns that our representatives who will seek to carry 
out the mandate of the people, as expressed at the polls, will be 
labelled as extreme reactionaries and may even be charged with 
“ignoring human rights with a total neglect of the welfare of the 
common man.” The head of the national credit men’s organization 
warns further that when an attempt is made to balance the federal 
budget, labor, farmers, and small business men, will be told that the 
elimination of the subsidies and dole which have been handed out 
to special groups is a serious blow directly aimed against their 
class and all these groups benefiting by such subsidies and doles 
will be urged to retaliate by political action. 


PAYROLLS AND DIVIDENDS OF 22 MANUFACTURERS 
(Fiscal Year 1945—Millions of Dollars) 
Wages & Salaries Dividends 
Gross % of % of 
Income Amt. Income Amt. Income 
Allis-Chalmers Mfg.Co. $ 291.5 $ 87.2 29.9% $ 4.3 1.5% 
The American Rolling 


Mill Co. 220.1 70.9 32.2 4.3 2.0 
Armour & Company 1,213.0 150.9 12.4 3.2 0.3 
Bendix Aviation Corp. 649.4 170.9 26.3 6.4 1.0 
Bethlehem Steel Corp. 1,326.6 624.3 47.1 24.4 18 
The Borden Company 459.5 74.0 16.1 7.6 1.7 


E. I. du Pont de 
Nemours & Co. 611.3 195.3 31.9 66.0 10.8 
Eastman Kodak Company 303.3 123.1 40.7 17.7 55 


General Electric Company 1,298.0 400.0 30.8 46.1 3.6 
General Motors Corp. 3,153.0 1,022.0 32.4 141.0 4.5 
Inland Steel Company 217.4 59.9 27.6 7.3 3.4 
International Harvester Co. 622.0 215.7 34.7 18.4 3.0 
Jones & Laughlin Steel Corp. 284.7 111.2 39.1 6.2 2.2 
National Dairy Products 632.8 102.5 16.2 8.8 14 
National Steel Corporation 271.8 72.8 26.8 6.6 2.4 
Pullman Incorporated 357.1 147.4 41.3 9.7 22 
Radio Corp. of America 279.5 83.8 30.0 52°24 
Swift & Company 1,308.0 161.4 12.3 11.2 0.9 
United States Rubber Co. 471.5 183.5 38.9 8.7 18 


United States Steel Corp. 
Westinghouse Elec. & 


1,747.3 778.4 44.5 60.0 3.4 








Mfg. Co. 684.7 317.1 46.3 12.9 19 
Youngstown Sheet & 
Tube Co. 230.4 69.0 29.9 4.0 1.7 
TOTALS $16,632.9 $5,221.3 31.4% $480.7 2.9% 


—"The Exchange’ 


Slump Ahead: Pro and Con 


1. The chief economist of the National Association of Manu- 
facturers, speaking in Syracuse early in November, predicts 
there will be no depression because “we're not going to run out 
of demand” even as supply increases. 

2. A vice-president of Westinghouse Electric Cor poration, 
on the same day, tells the Harvard Business School Club o 
Pittsburgh, that “all our experience points to the middle ’50s 
as the time we should look for the next ne Awa although 
“some recession” may begin in the first half of 1948. 

3. Again, that same day, the director of the bureau of busi- 
ness research at the University of Illinois forecasts a probable 
business recession within 12 to 18 months. 

And then, there is a recent poll of 72 non-government econ- 
omists, of whom 53 expect the business peak to occur and a 
general recession to begin before the end of 1947. 

Make mine a double aspirin. 

—PAUL HAASE 
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A Tax Program for a Solvent America 


Excerpts from an address by Dr. Harley L. 
Lutz, economist of the Tax Foundation, New 
York. Presented at the Fifteenth Annual Meet- 
ing of the Controllers Institute of America. 


Notwithstanding the immense improvement 
which is assured by the consideration of spend- 
ing and taxing as a single, unified program, we 
still lack adequate protection against an abnor- 
mally high level of spending and taxing, and 
against the danger of adding further to the 
public debt because of spending policies which 
will outrun the current revenues provided. 

The most important matter of policy which 
remains to be introduced is a firm commitment 
to the principle of a balanced budget as the 
regular, normal condition. The first and most 
important step in dealing with inflation is to 
halt the expansion of government-created bank 
credit. The only way to do this is to avoid the 
need of bank financing by keeping the budget 
balance. 

It is evident that no large-scale reductions of 
federal spending can be made without some re- 
vision of the expenditures for the national de- 
fense and for veterans. In approaching each of 
these subjects, we need a definite basis of policy 
on which to proceed. In both cases, it may be 
questioned whether we do have an adequate 
grasp of the kind of long-range policy that 
would permit a substantial reduction of current 
costs without impairing our reasonable goals. 
As a layman, I venture some suggestions, in 
order to avoid mere generalities: 

War, in the future, will be a matter of scien- 
tific and technical skills, and of industrial re- 
sources, in far greater degree than heretofore. 
Granted that, for a large-scale invasion and oc- 
cupation of an enemy country, great masses of 
troops would be required, it seems far more 
likely that the issues will be decided primarily 


by long-range operations in which the resources 
of science, technology and industry are utilized. 

The essential preparation for such a war 
must occur in the laboratories, the machine 
shops, the scientific proving grounds, where the 
advances in military technology must be made. 
After our immediate commitments for the oc- 
cupation and policing of former enemy coun- 
tries have been discharged, the best training of 
our young men is not to be provided by a year 
of so-called training in barracks and on the 
drill grounds, but in the sciences and techniques 
which they will be called upon to apply in 
combat. Fortunately, this training can largely 
be provided in civilian occupations—where 
there would be a contribution to the supply of 
useful goods and services while the technical 
skills were being acquired. 

A nation which considers that a huge number 
of men under arms is, in itself, the best pro- 
tection or the best resource for aggression, is 
thinking in terms of past, rather than future, 
wars. Such a policy merely withdraws more of 
the most efficient members of the community 
from the creation of those resources and the de- 
velopment of those skills upon which success 
in war, as in peace, depends. A Russian army 
of 5,000,000 men, or a Yugoslav army of 750,- 
000 men, is that much more of a drain upon 
the productive resources of these respective 
countries. In my opinion, the more men Russia, 
for example, keeps under arms and out of pro- 
duction, the less serious is the menace that Rus- 
sia can offer. 

It follows that our defense plans and our de- 
fense expenditure should be concentrated very 
largely upon the research and developmental 
aspects. For this purpose it is extremely doubt- 
ful if we shall need anything like 1,000,000 
men under arms. It is extremely doubtful if we 





need to spend anything like as much as the $8 
billion which is budgeted for the army alone in 
1947. The most efficient jobs of killing in war 
have been done by soldiers who used, in war, 
the implements with which they had become 
thoroughly familiar in peace. Examples are the 
archers of the middle ages and the backwoods- 
men with their rifles in our early history. 

The history of military pensions in this coun- 
try provides ample warrant for profound pessi- 
mism with regard to the outlook as to the cost 
of this item. Since the lush days of the Grand 
Army of the Republic, veterans’ organizations 
have proved to be powerful and efficient pres- 
sure groups. The pressure has been exerted, 
not so much to secure proper care and provision 
for the disabled, the sick and their dependents, 
as to secure more and more liberal benefits for 
all veterans. It is no longer necessary to fight 
for the provision of protection and security for 
the ill and the disabled, for this has become an 
accepted policy. The only hope of greater rea- 
sonableness in the demands for bonuses and 
pensions on a general, wholesale basis, lies in 
the fact, recently cited by Senator George, that 
the eligible group is now so large a proportion 
of the labor force as to involve a substantial 
burden upon them in order to pay themselves 
larger benefits. 

There is room, of course, for substantial re- 
ductions in the other categories of federal ex- 
penditure. For one thing, the civilian personnel 
is still too large, mainly for the reason that 
there still exists a large number of federal 
agencies. Every effort should be made to close 
up and eliminate a substantial number of these 
agencies and thus to shrink the scope of the 
federal organization more nearly into its pre- 
war proportions. Many hundreds of millions 
could be saved, and no serious impairment of 
useful federal functions would result. 

Another large class of federal expenditures 
is the subsidies and grants which are made. In 
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READY THIS MONTH! 


NEW DEYELOPMENTS 


IN ACCOUNTING 


HIS VOLUME contains the papers presented at the 1946 
Annual Meeting of the American Institute of Accountants. 
The topics discussed were carefully selected as those of greatest 
current interest and value to accountants in their practice or 
daily work. New approaches to problems are offered, and 
opinions expressed on controversial questions, that every pro- 
fessional accountant and accounting executive should read. 
The major sections of the book, each of which is comprised of 
several articles, are: 


DEVELOPMENTS IN ACCOUNTING PROCEDURE 
AUDITING STANDARDS 


DEVELOPMENTS IN COST ACCOUNTING DURING 
THE WAR AS THEY AFFECT THE AUDITOR 


FEDERAL TAXATION 
AUDITING MACHINE KEPT RECORDS 


SPECIAL PROBLEMS OF THE SOLE PRACTITIONER 
AND MODERATE SIZED FIRM 


ACCOUNTING EDUCATION 


EDITION LIMITED—ORDER TODAY 
$2.00 a copy, post paid 


(Plus 2% Sales Tax if delivered in Greater New York) 


AMERICAN INSTITUTE OF ACCOUNTANTS 


13 East 4Ist Street, New York 17, N. Y. 
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The boy got too hig 
for has lagh char 


Twenty years ago, fresh from 
accounting school and little more 
than a boy, he made his hopeful 
but modest business debut on an 
accountant’s high chair. 

Business was much simpler in 
before the advent of 





those days 
procurement problems . . . inflated 
production and distribution costs 
... involved tax schedules ... 
increasingly complex labor relations 
... more intensive competition for 
a profitable share of the consumer’s 


shrunken spending dollar. 


As management’s difficulties 
grew... the young accountant grew 
in stature. Now too big for the high 


McBee 
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chair of the routine “figure shark’”’, 
he serves business as a professional 
consultant. The accountant screens, 
coordinates the significant data 
from the diverse functions of the 
business operation . . . production, 
purchasing, sales, financing . . . and 
provides management with a firm 
foundation of fresh facts on which 
sound policies may be based. 


McBee is not an accounting 
firm, but our products and methods, 
evolved in 40 years of experience, 
can be of material assistance to all 
professional accountants in their 
important work of assimilating and 
correlating usable business facts. 


THE McBEE COMPANY 


SOLE MANUFACTURERS OF KEYSORT 
295 Madison Avenue, New York 17, N.Y... Offices in principal cities 
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large part these subsidies originated during the 
early 1930's, as a means of dealing with condi- 
tions peculiar to the depression. Although these 
peculiar conditions have disappeared, the sub- 
sidies continue, and strong vested interests have 
been created in their further continuance. It is 
my judgment that neither agriculture, nor the 
states, nor any group or section requires doles 
or handouts or help from the federal govern- 
ment. In any event, a careful, unbiased review 
of the entire subsidy program should be made. 
It would, I am sure, lead to drastic curtailment 
all along the line. 

A defense total of $7 to $8 billion would be 
enough to leave the cost of the Navy close to 
its present level and still afford some $3 to $4 
billion for the kind of military defense program 
that I propose, together with a sizeable number 
of men in the regular Army. With respect to 
veterans’ pensions and benefits, an extension of 
the scale of such payments as that which has al- 
ready been established for those eligible to the 
probable larger number who would qualify 
after the Second World War would indicate 
that, for the next few years, $2 billion would 
suffice. With respect to all other federal costs, 
I would eliminate the subsidies to agriculture, 
and allow, roughly, $1 billion each for general 
government, for social security and for public 
works. The last-named amount is really too 
large for present conditions of scarcity of labor 
and materials. 

Fiscal preparedness is quite as important as 
the steps in this direction to be taken else- 
where. I suggest, therefore, a sinking fund ap- 
propriation of $5 billion annually, plus the in- 
terest on unretired debt. This would give us an 
over-all expenditure, in general and special ac- 
counts of $22 to $25 billion, including debt re- 
tirement. 

We are now collecting taxes at an annual 
rate of $35 to $36 billion on this national in- 
come, by retaining tax rates that are not much 
below the wartime peaks. We have no assur- 
ance that national income will continue to flow 
at its present rate, and we should be prepared 
for the possibility of some recession in this 
tide. 

Since the total taxable income is assumed to 
be $62 billion, we find that with a total reve- 
nue requirement of $22 billion, of which $9.5 
billion is to be produced by the individual in- 
come tax, the first bracket rate can be 12 per 
cent., and if the total revenue requirement be 
$25 billion, of which $12.5 billion must come 
from the individual income tax, then the first 
bracket rate must be 17 per cent., stating both 
rates in the nearest round figure to avoid frac- 
tions. If the first bracket rate were 12 per cent., 
then the top rate, on taxable income in excess 
of $100,000, would be 42 per cent., while it 
would be 47 per cent. if the starting rate were 
17 per cent. 

The difference between $25 billion and $22 
billion is $3 billion. Since the taxable income is 
assumed to be $62 billion, each percentage 
point in the basic or initial rate would produce 
about $620 million. Each individual with tax- 
able income can readily figure out his share of 
the $3 billion by multiplying his taxable income 
by 5 per cent. There are other interesting cal- 
culations of this sort that can be made. For ex- 
ample the agricultural aids and subsidies in 
the 1947 budget are now estimated at $1,346 
million. This is equivalent to more than 2 pert- 
centage points in the first bracket rate, and 
each taxpayer can readily compute his share of 
these unnecessary payments. 

In conclusion, this point should be empha- 
sized. No one of us would cavil at a difference 
of 5 per cent. in our income tax if we were 
sure that this extra 5 per cent. really meant the 
difference between adequate and inadequate na- 
tional defense, or national well-being. All of 
us have every reason for objecting, even to 5 
per cent., when we lack conclusive assurance 
on this point. 
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Brand New! 


BUSINESS TAX GUIDE 








ASSER’S 


Helps You To Advise Or Conduct A Husiness 


— With Maximum Tax Savings! 


ERE’s a brand-new book which can be a tremendous help to 
H you in advising or conducting a business “TAX-WISE” 
throughout the year. This valuable guide is a distillation 
of J. K. Lasser’s 25 years of experience in advising business people 
upon their handling of tax problems. It can help you to help others. 
In addition to answering questions about taxes for the business- 
man, small and large, this 200-page volume contains special check 
lists designed to stimulate new ideas regarding changes in present 
methods and additional steps necessary to increase profits after 
taxes—to place a business in the most advantageous position at 
the start of the tax year, and to keep it there. 


SPECIAL OFFER—J.D. Bierman’s 








business 

your business 

other and when to do it 
its property 


ship for economy 
Financing a business 


est savings to the partners 


operation 
How and when to recapitalize 


when 
business 


greatest tax advantage 


ments 


compensation payments 
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tem for your business 
How to do business abroad 

come 


Check list for tax savings 


over system 








How To Conduct Your 
Business—‘‘ Tax- Wise’’ 


What to do before you start a 







How to select the best form fer 








How to change your form to an- 







How to buy another business or 






How to operate your proprietor- 







Operating a partnership for great- 








Getting the most out of corporate 






How to divide your business and 






When and how to merge your 








How and when to sell assets to 


















Planning for your sales income 
Planning your business disburse- 


Getting greatest savings through 


Using repairs, replacements and 
depreciation to greatest advan- 


Finding the best accounting sys- 


Cutting your tax when you have 
dividend, interest, or rent in- 


What use to make of the carry- 





How to buy and sell securities 
















“Excess Profits Tax Handbook” 
. D. BIERMAN has just completed a 


of J. K. Lasser’s widely known guide, 
YOUR CORPORATION TAX, deal- 
ing specifically with the Excess Profits 
Tax. Mr. Bierman’s guide will be of 
great value to tax advisers and corpo- — 
rate officials seeking the continuation 
of the advice, pointers, and type of 
aids to tax economy previously given 
in the Lasser book; his review of the 
recent decision and administrative 
changes concerning tax relief. 
guide is available for $1.00 only to 
purchasers of the BUSINESS TAX 
GUIDE. It is not available in any 
other way. So to be sure of getting your 
copy, mail coupon AT ONCE! 


By J. K. Lasser 
well-known tax authority 
and author of YOUR IN- 
COME TAX. 


128 page up-to-the-minute revision 


J. D. Bierman 


recently assistant 
head of the Review Divi- 
sion of the Office of the 
Chief Counsel for the Bu- 
reau of Internal Revenue 
and in charge of its Sec- 
tion 722 cases; formerly a 
This member of the legislation 

and Regulations section 
of the Chief Counsel’s Of- 
fice. Mr. Bierman is now 
in general practice on tax 
matters in Washington. 
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Simon and Schuster, Publishers 
Tax Dept. CM-12 
1230 Sixth Avenue, Rockefeller Center, N. Y. C. 20 
Please send me: 
eadsosdl copies of J. K. Lasser’s BUSINESS TAX GUIDE-—$2.00 per copy. 
capt copies of J. D. Bierman’s EXCESS PROFITS TAX HANDBOOK— 
$1.00 per copy. 
If the books do not completely satisfy me, I may return them any 
time before March 20, 1947 and you will refund my money in full, 
Name 
Address 
: Zone No. 
City (if any) State 
TO SAVE POSTAGE AND C.0.D. CHARGES: If you enclose payment WITH 
this coupon WE will pay all postage and government C.O.D. charges. Same 
return-for-refund privilege applies. NOTE: If resident of N. Y. City, add 2% 


City Sales Tax. 
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Profit-Sharing vs. Pension Plans 


Excerpts from an address by Richard Jackson, 
attorney, of Chadbourne, Hunt, Jackel and 
Brown, of New York. Presented at the Fif- 
teenth Annual Meeting of the Controllers In- 
stitute of America. 


What are the relative advantages of a 
profit-sharing plan as against a pension 
plan? 

From the viewpoint of the employer, a 
profit-sharing plan has much in its favor. 
Management, no matter how generous, 
does not welcome the burden of fixed an- 
nual charges which a pension plan car- 
ries, while profit-sharing plans require 
employer contributions only when the 
company presumably can afford them. 

Again, there are many who feel strongly 
that fixed employee annuities or pensions 
dull the initiative of the employees. In a 
profit-sharing plan the employee knows 
that if there are no profits there will be 
no retirement benefits. 

Finally, there is a risk under pension 
plans that in loss years the employer may 
lose the benefit of a tax deduction for 
his contribution, although if he can ar- 
range to postpone payment of his contri- 
bution, or can carry over a loss to a profit 
year, this risk may be minimized or re- 
moved. 

From the employee’s point of view, a 
pension plan is usually said to be more 
desirable, since he can compute in ad- 
vance his benefits upon retirement and 
feel assured of getting them, subject only 
to abandonment of the plan by the em- 
ployer. It is for this reason, undoubtedly, 


that labor unions have almost universally 
preferred pension plans to profit-sharing. 

However, no company is going to con- 
tinue a pension plan if, over a period of 
years, it has poor profits or, indeed, losses. 
So there is a real relation between profits 
and a pension plan. Furthermore, as a 
company prospers, it is possible that the 
benefits of a profit-sharing plan may 
prove to be much, more generous than the 
fixed benefits of a pension plan would 
have been. Consequently, it might be ques- 
tioned whether in the long run the em- 
ployees as a whole fare better under a 
pension plan than they do under a profit- 
sharing. plan. 


TREASURY RULES 


The operation of Treasury rules has 
produced a marked trend in. the use of 
profit-sharing plans. Since such plans can 
provide only inadequate retirement bene- 
fits—at least in the early years of opera- 
tion—they are currently used to supple- 
ment pension plans. This combination of 
plans is advantageous to the employer be- 
cause he may establish a relatively modest 
pension plan and thus limit his fixed com- 
mitment, while the employee has an op- 
portunity of receiving increased retire- 
ment benefits under the profit-sharing 
plan. 

It has sometimes been thought that the 
investment policy of a profit-sharing plan 
may be less conservative than that of a 
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pension plan. This may well be doubted. 
Remember that the profit-sharing fund 
belongs to the employee. If there is a loss 
through unfortunate investment, this loss 
is borne by the employee only. The em- 
ployer cannot make it good to the trust. 
If this loss is substantial, the employer 
stands to lose overnight much of the 
good will of his employee which has been 
built up over many long years. 

On the other hand, in a pension plan, 
the employer is required to keep the fund 
actuarily sound. Thus, for the duration of 
the plan the employer, so to say, under- 
writes the trust investment and can—in- 
deed, must—make good any losses. 

It may be said then, that many em- 
ployers are showing keen interest in 
profit-sharing plans, since these plans do 
not involve fixed annual charges. Con- 
gress has granted substantial tax incentives 
for the adoption of such plans. 





BUDGETING 
(Continued from page 669) 











4. These responsibilities, having been stated 


budget ? Is it due to failure to maintain 
personnel consistent with some reduc- 
tion in volumes, or is it due to the re- 
turn of a substantial number of service 
men, or the hiring of additional new 
employees, all of whom may require a 
special training program before they 
can be absorbed into the organization? 

The letter may well conclude with a 
reference to those conditions which are 
temporary in nature and which will au- 
tomatically be compensated for in sub- 
sequent months, such as billings tem- 
porarily held up; and indicate those 
conditions which may require special or 
continued attention in order to correct 
them, such as continuing high costs of 
production of some product line, indi- 
rect expenses continuing at a level not 
warranted by current operating capaci- 
ties, and such. 


CONCLUSIONS 


I think we can summarize our, discussion 
somewhat as follows: 

1. The most efficient operating results do not 
just happen. They must be planned in ad- 
vance to utilize most effectively the plant 
facilities that are available, and the labor 
and materials with which we must deal in 
manufacturing or converting our products 
for sale. 

. Products in most companies bear different 
cost and consequent profit relationships. 
What your sales department does today 
and tomorrow in booking business will in- 
fluence your income, perhaps, next year 
when these products reach the billing 
Stage. 

3. Recognizing that profits are the results 
not only of volumes of specified kinds of 
products, but also of effectively controlled 
manufacturing operations and of all. other 
costs and expenses that must come out of 
the billing dollar, separate reports of re- 
sponsibility must be made available so that 
each division or department head may be 
informed of his required contribution to 
the company’s income objective. 
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THE DETROIT BANK, Detroit, Michigan, has long 
been a large and important user of Burroughs machines. 
Iilustrated is a small section of the Detroit Bank's 
mechanized bookkeeping department. 
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FIGURING, ACCOUNTING, STATISTICAL AND CASH REGISTERING MACHINES +« NATIONWIDE MAINTENANCE SERVICE * MACHINE SUPPLIES 
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Working in close cooperation with executives in all lines 

of business, Burroughs technical representatives are 
constantly alert to new trends in office routines and 
procedures ... are quick to sense new or changing needs for 
figuring and accounting equipment. As a result, Burroughs 
has consistently been first in meeting such needs with 
machines of advanced design, construction and operation. 


Today, more than ever before, Burroughs scientists and 
engineers are applying intensive research to the customer 
requirements of tomorrow—exploring the fields of 
precision manufacturing, new materials and new methods 

. .. expanding the horizon of business machine design, 
styling and application . . . combining broad vision and 
creative thinking with seasoned judgment and experience, 
to keep Burroughs first in machines . . . counsel . . . service. 
BURROUGHS ADDING MACHINE COMPANY + DETROIT 32 














They re euviows 
of my New FRIDEN... 


Yes, because now I get my work done easier and 


much faster...##’s fun. My Friden is truly a fully 






automatic calculator and I was able to learn its 





operation with less than 15 minutes instruction. 





Your boss should anticipate his calculator needs as 






mine did...suggest he order you a Friden today. 





And remember they’re well worth waiting for.” 














Friden Mechanical and Instructional 
Service is available in approxi- 
mately 250 Company Controlled 
Sales Agencies throughout the 
United States and Canada. 














FRIDEN CALCULATING MACHINE CO., INC. 


HOME OFFICE AND PLANT - SAN LEANDRO, CALIFORNIA, U.S.A. + SALES AND SERVICE THROUGHOUT THE WORLD 
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in the form of operating schedules, cost 
standards and expense budgets, must be 
adjusted from time to time as external 
economic conditions necessitate. This is 
required not only to measure. more accu- 
rately the results of each operating depart- 
ment, but also to enable management to 
extend its vision into future periods to 
foresee just what effect an additional wage 
and material cost increase will have at that 
time when the temporary conditions previ- 
ously mentioned no longer are reflected on 
the income statements. 


I hope that in anything I have said I have 
not given you the impression that I am 
claiming that a budgetary control plan, no 
matter how well it is organized, or how it 
is adjusted to current conditions, will, of 
itself, earn a profit for a business. What I 
have been trying to outline is a formalized 
method by which management may plan and 
control its operations and be able to foresee 
probable results so that it may take appro- 
priate action to either reverse the trend if 
an unsatisfactory result is indicated, or to 
direct every effort toward the indicated result 
if it is a satisfactory objective. In other 
words, a budget plan without competent man- 
agement to use it is impotent. A good man- 
agement may earn a profit, at least in some 
periods, or under certain conditions, without 
any budget plan. But I think you will agree 
with me that the type of coordinated think- 
ing and planning, by all of the company 
heads, that is incidental to the use of a 
budget such as we have been discussing, can- 
not help but make the results of a good man- 
agement, better. Budgetary control in this 
sense is, in effect, an integral part of good 
management. 


State Bank Resources Drop 


Total resources of $85,991,332,000 
were reported by State-supervised banks 
in the continental United States and Ha- 
waii at the end of the first six months of 
the current year. This represented a de- 
cline of $1,439,193,000 from the all-time 
peak reached at the beginning of the pe- 
riod, according to a report by Clyde M. 
Davis, president of the National Associa- 
tion of Supervisors of State Banks and 
Bank Commissioner of New Hampshire. 

However, resources on June 30 still re- 
mained $5,149,248,000 above resources 
of these institutions on June 20, 1945, 
Mr. Davis said. 

The decline in resources in the six 
months stemmed from a loss of $44,714,- 
201,000, or 44.7 per cent., in Govern- 
ment deposits, he revealed. This loss arose 
primarily from withdrawals of war loan 
deposits for purposes of cash debt retire- 
ments by the Treasury Department. A sub- 
stantial increase in demand deposits and 
time deposits held by these banks only 
partially offset this loss in Government 
deposits. 

A further effect of the Treasury's debt 
retirement program is apparent in the de- 
cline in holdings of Government obliga- 
tions by these institutions. Investments in 
Government securities at the end of the 
first half of the year had fallen $1,383,- 
206,000 to a total of $48,848,615,000. 
This is the first time that a drop in these 
investments has been reported for several 
years, Mr. Davis observed. 
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DISHONESTY CONTROL 


(2 up to Youl 


You can’t prevent. employee dishonesty—nobody can. 
But you can save your company from the resulting 
financial loss. It’s up to you. 


Through the DISCOVERY BOND, you can protect 
your company against any loss due to employee dis- 
honesty discovered while the bond is in force regard- 
less of when the bonded employee caused the loss. 


As Controller, you can realize the importance of pro- 
tection against past but as yet undiscovered dishonest 
acts of employees as well as future ones. The 
DISCOVERY BOND protects against both. Our agent 
or your own broker can give you complete details. 
Why not be prepared? Get a DISCOVERY BOND 
before a loss is discovered! 


: : AMERICAN SURETY COMPANY 


Specialists in Accountants Liability Insurance 


NEW YORK CASUALTY COMPANY 
Affiliate: 


SURETY FIRE INSURANCE COMPANY 
100 Broadway, New York 5, N. Y. 
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Responsibility Accounting: 


Questions Answered 


Mr. PAUL HAASE 
Managing Editor 
The Controller: 


I am seeking additional information con- 
cerning the article on “Responsibility Account- 
ing” in your August issue. I am interested in 
this specifically in connection with the. teach- 
ing of several courses in management for New 
York University. The specific questions are: 


1. When was responsibility accounting orig- 
inated ? 

2. Who originated it? 

3. Does it involve double sets of budgets, one 
for responsibility accounting and one for 
regular accounting? 

4. How many companies are using it today? 


5. The name of a using company nearest to 
New York. 


This supplementary information will be 
greatly appreciated and I believe that other 
readers of THE CONTROLLER may like to have 
information of this nature. 

Very truly yours, 
JOHN B. PAYNE 


Mr. PAUL HAASE 
Managing Editor 
The Controller: 


Thank you for your letter of October 25, re- 
garding the questions raised by a reader of 
the article, “Responsibility Accounting.’’ These 
are answered as follows: 


OFFICE MACHINES BECOMING 


Available! 


Calculators 


WAR SURPLUS 
OFFICE MACHINES 


Typewriters 


Addressographs 


Ediphones 


Mimeographs 


Comptometers 


Dictaphones 





The Famine is about ended! Famous 
makes of office machines, the by- 
words of efficiency, are obtainable 
now, if you contact the country’s 
leading rebuilders of this equip- 


ment. Every machine is tested and 


: guaranteed to look and run like 


Multigraphs 


Bookkeeping 


Billing 


new. We operate nationally. Where- 
ever you are phone or write. We 


can help you now. 


INTERNATIONAL OFFICE APPLIANCES, INC. 


326-330 BROADWAY - 


NEW YORK 7, N. Y. 















Question No. 1—When was responsibility 
accounting originated ? 


Answer: In the early 1920's. 


Question No. 2—Who originated it? 

Answer: Mr. James O. McKinsey was one 
of the pioneers in the field of budgetary con- 
trol, who advocated: 

(a) Accounting should be planned to prop- 
erly recorded activities by units of organiza- 
tion. 

(b) Reports should be submitted to inform 
supervisors of the effectiveness of their opera- 
tions. This is, in effect, “Responsibility Ac- 
counting.” However, the development of the 
term to its fullest extent has taken place dur- 
ing recent years. I have found, in working 
with clients, that accounting principles and 
procedures have been more readily accepted 
and understood by the operating personnel 
when they were presented in this manner. This 
has been equally true at all levels of super- 
vision. 


Question No. 3—Does it involve double 
sets of budgets? 


Answer: No. Budgets and reports are de- 
veloped by units of organization. Therefore, 
basic information is the same for both the 
regular budgetary control procedures and re- 
sponsibility accounting. 


Question No. 4—How many companies are 
using it today? 


Answer: We do not know. However, mod- 
ern progressive managements usually operate 
under some type of budgetary control. These 
methods may or may not be adequate for pur- 
poses of responsibility accounting. This will 
depend upon the origin and control of basic 
records. 


Question. No. 5—The name of a using com- 
pany nearest to New York. 


Answer: No specific knowledge. 


From the above answers it is evident that 
responsibility accounting is not new. It is a 
change in emphasis from accounting for finan- 
cial purposes to control accounting from an 
operating point of view. 

I hope that the above information will clar- 
ify the reader’s ideas regarding responsibility 
accounting. However, if further questions de- 
velop, I will, of course, be glad to cooperate. 

Very truly yours, 
RALPH B. KNOTT 
McKinsey & Company 
San Francisco 


Income Tax Disallowances Are 
Announced in Wage Cases 


Disallowances for income tax purposes total- 
ing $4,227,503 have been levied against 725 
employers in Pennsylvania, southern New Jer- 
sey, Delaware, Maryland and the District of 
Columbia for alleged violations of wage con- 
trols since October 3, 1942, when the stabiliza- 
tion act became effective, it was announced by 
J. Perry Horlacher, chairman of the Third 
Regional Wage Stabilization Board. 

Mr. Horlacher said that these disallowances 
resulted from the enforcement of direct wage 
controls which were in effect during the wat 
and that the Board’s entire legal staff is con- 
centrating now on the enforcement of direct 
wage controls which continue in effect in the 
building and construction industry. He pointed 
out that over 1,000 inspections of payrolls of 
employers in this industry have already been 
authorized. 

* * x 

Federal income taxes on individuals, re- 
flecting record-breaking collections all along 
the line, in 1945 totalled $19,885,275,248.86. 
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The pulse of a business, telling whether 
it is ailing or healthy, is found in its 
records...in the figures that show its 
costs, sales, and profits. 

This is as true for a great steel com- 
pany as it is for a one-man store. In many 
of the country’s foremost businesses, 
modern National Accounting-Bookkeep- 
ing Machines take the vital pulse-figures 
of business with surprising savings in 
money and man-hours. 

The uses for these National accounting 
systems are as broad as accountancy 
itself. For example, one company with 
thousands of salaried employees spread 
through most of the States of the Union, 
set up a centralized system for paying 
all salaried employees using National 
Payroll machines. This not only makes 


possible the speedier and more efficient 
preparation and distribution of its salary 
checks, but also collects and records the 
necessary tax figures. 

Another great concern, which started 
using Nationals for posting customers’ 
accounts in one of its divisions, found the 
system so satisfactory that it has now 
extended its use to all its divisions. 

Such experiences are typical. An ex- 
perienced National representative will be 
glad to show you how your business can 
profit by the right National system. Let 
your own bookkeeping department check 
his recommendations. Then base your 
decision on their advice. There is no 
obligation, of course. The National Cash 
Register Company, Dayton 9, Ohio. 
Offices in principal cities. 


Making business easier for the American businessman 





The National 2000 Payroll Machine 


CASH REGISTERS - ADDING MACHINES 
ACCOUNTING-BOOKKEEPING MACHINES 
: ‘ ell 
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| Reviews of Recent Publications 





What Is Behind “Boom-Bust’’? 


MEASURING BUSINESS CYCLES. By Ar- 
thur F. Burns and Wesley C. Mitchell. Pub- 
lished by National Bureau of Economic 
Research, New York. $5.00. 


In this second large work of a series of 
three volumes the authors have measured the 
cyclical behavior of -business in great detail 
as to duration, scope or amplitude, and syn- 
chronization of the various activities of busi- 
ness during business cycles in the United 
States as well as in England, France and Ger- 
many. A great amount of statistical analysis 
has been made and set forth. The difficulty 
of the subject has been well appreciated by the 
authors who draw as yet little in dogmatic 
conclusion from the immensity of the facts in 
tables, charts and exposition. 

The business cycle has been long observed 
indeed by economists as well as business men 
without any large expectations having been 
kindled that the cycle is in a fair way of 
either being of slower movement or lesser 
impacts than in the past. Political efforts in 
such regard, largely devoted to monetary meas- 
ures, have alike proven of little avail to 
restrain the force and onslaught of the crises 
which the business cycle engenders. 

It is well, therefore, to approach the matter 
of the business cycle with some modesty and 
without too positive reliance on hypotheses 
which have been expounded from both little 
and much study of these movements of busi- 
ness activities. The lofty pronouncements of 
business seers and experts on the business 
cycle have sooner or later failed where their 
judgment has been persistently tested. Cer- 
tainly the markets still rise and fall as ever 
before, the volumes of business alternate up 
and down as perplexingly as a half century 
ago, and the efforts to work the tangled ma- 
terial of the business cycle and to fit the con- 
struction into a rigid mechanical mold, which 
can thence be neatly vended to the business 
populace for their ready edification and their 
salvation from loss, are not apparent of great 
success. The business cycle is not a mechanical 
movement; it is a matter of human behavior 
in a changing, shifting universe. 

The business activity of the United States 
concerns directly some 140 million people in 
this country and, relatively as well, the 2 bil- 
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lion other souls on the globe. The impulses 
and impulsions of this terrific number direct 
the course and flow of the stream of com- 
merce from source to mouth. The impulses of 
men are inconstant, fluctuating, changeable 
and variable. Their desires and wants are 
subject to large compromises without sub- 
tracting or adding to their lives and living. 
The economic array of men varies from a 
minimum paucity in wants and goods to 
extremes of desires and possessions. The so- 
cial array is as variable as the economic array 
too, a condition which is quite overlooked in 
the main. 


LEADERS AND WORKERS 


Of the 140 millions in the United States 
something above 40 per cent., or 58-60 mil- 
lions, are gainfully employed. Largely by nat- 
ural selection aided by environment, about 
3 million are the determinants in large de- 
gree of the economic results which the large 
total of 58 millions achieve. And of the 3 
millions only some 200,000 are of a broad 
position of decision. With this array of the 
economic body from natural causes it can be 
readily visualized that business movements are 
uncertain, confused, erratic and downright 
aberrant. Add to this economic pattern of so 
much mental and physical body being acted 
upon by a slight minority of restless and 
greater mental intelligence and energy, the 
fact that the said slight minority with greater 
intelligence is composed in a rough ratio of 
1 to 4 with greater energy, and one is pre- 
pared for whatever history of mankind with 
all its crimes, follies and misfortunes, includ- 
ing the gains and losses of business cycles. 

The mathematics of the business and social 
array rest upon a set of natural laws which 
are disconcerting to hopes of facile solution 
of ups and downs in economic life. Not only 
are the pillars few for the weight of the 
structure but three-fourths of the pillars are 
none too sound. 

Education and research have apparently 
been of little avail as yet. The excesses, up- 
wards and downwards, are still in terrific de- 
gree. The stock market has a range of some 
800 per cent from bottom to top on an in- 
dustrial index which may be correct or mis- 
leading. It would appear, however, that stocks 
can go to nearly three times their mean worth, 
judging them by a ten-year performance of 
earnings, and again can descend to nearly a 
third of what they are worth for a long term 
investment. The measure of investments is a 
rough one. Certainly it betrays no indication 
of general finesse in the calculating of values. 
The same may be seen of prices of commodi- 
ties; rubber, cotton, wheat, lard, meat. Price 
and value at times have nothing in common 
in the general understanding in the market 
place nor, it may be added, in the capitols. 

Bargains themselves have meanings which 
are wide of the mark. The comprehension 
of the worth of things as expressed by price 
tags is most inaccurate in the general mind 
when applied to the multitudinous goods in 
the market place. The evaluation of wages 
and salaries for jobs is at best a rough arbi- 
tration and the most skilful evaluer will have 
a rough time in the last 25 per cent. of his 
relativities at all times, and many times worse 
than that. 

Where there is such a rough justice in the 
worth of things already produced in goods 
and services it is equally as sure of misfire 
in the direction of the energies to economic 
activities themselves. Economic pursuits are 
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greatly determined by hazards and the hazards 
are not improved by selection by an arbitrary 
judge of whosesoever appointment. In point 
of fact, the ordering of men and activities by 
an arrogation of the state may be expected 
to diminish the productivity of society. Using 
the moderate state of free enterprise as a 
standard index of 100 per cent., the socialized 
state will develop a productive level of some 
55 per cent. and a communistic state will have 
a productive return of some 30 per cent. Try 
as they will, these results cannot be ma- 
terially bettered. It is inconceivable that there 
should be so much word letting on the subject 
as nature has well provided there will be no 
enduring communistic state, though the same 
thing cannot be said of despots since this 
breed is unpleasantly abundant in nature. 

The world is thus not easily disposed to 
the tenor of even ways. By the disposition of 
its forces and its inertias it is in a state of 
flux. It is by no means entirely ignorance 
that produces the extreme phases of the busi- 
ness cycle. In large part it is mental indisci- 
pline, a failure to look to the end, and the 
tendency to be conceited and gloss over the 
pertinent factors involved, coupled with the 
inertia to follow the general movements of 
the moment to unreasonable amplitudes. 

The purchase of goods and shares when a 
market has been long active and buoyant is 
not a course of continuing and repeated profit. 


, One can fail to follow the business indices and 


still avoid loss by simply avoiding purchasing 
beyond minimum needs when times are bravely 
prosperous and optimism glows in the daily 
journals. He can come to profit by buying 
in markets which have had a dreadful fall 
which has knocked the wind out of the eco- 
nomic body. 

In the extremes of economic cycles the 
weight of action does not depend on the 
figures shown by the business index. The 
figures which are so largely compiled and so 
little followed might well choke off the ex- 
tremes which produce that area of business 
contraction known as a panic. 

It is the panic which is the painful part 
of the business cycle and which is the main 
feature sought to be barred from the entire 
phenomena. It is pleasant enough for busi- 
ness to be on the upturn, profits to be increas- 
ing, prices and volume moving higher. 

The overplaying of this broad rise is the 
pertinent cause of the subsequent fall but 
few can resist their soaring hopes in an ordi- 
nary drab world of dull work. 


CHANGE Is CONSTANT 


The world is always in a state of great flux 
and change. Empires rise and fall. Great cities 
are built and vanish. People come and go. 
The business cycles of a few decades have 
been vastly different composing factors from 
preceding epochs. The myriad components of 
business activities change absolutely and in 
their relations to each other. Their relations 
and absolute importance are judged by a 
choice of facts which is at once imperfect 
and limited in scope. Recurring patterns de- 
velop unexpected differences. Human wants 
and human energies are diverted into new 
channels. 

The population of the United States has 
doubled in fifty years; from 70 millions in 
1896 to 140 millions in 1946. Relatively, the 
tonnage of its farm production has fallen in 
relation to the population at the two periods. 
Corn, wheat, cotton, wool, cows, hogs, sheep, 
have not kept pace with the rise of popula- 
tion. Lumber has declined notably. Tobacco 
has done better, what with the ever present 
cigarette. The metals have increased in pro- 
duction weight some four times while the 
population doubled. The economic demands 
have shifted broadly indeed though the reve- 
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To Simpler, Faster, Better 
Handling of Tax Problems 

















SINCE 


1946-47 ISSUES of a working tax guide, relied on in ac- 
ccounting and law offices, banks and business organiza- 
tions everywhere. Used by those who have every other 
facility, and by thousands who require no other guide. 


MONTGOMERY’S 


FEDERAL TAXES-Corporations &Partnerships 


HAT to watch for, what to do, on every 

aspect of these taxes; an aid to profes- 
sional skill and foresight in setting advanta- 
geous tax policies; planning of transactions; 
recognizing refund opportunities. 

It gives each year what is needed for that 
year, showing net result of all changes. For use 
in the particular case, the specific transaction, 
it organizes and arranges all the reference ma- 
terial required. By terse opinion, by taking a 
position, and by giving definite recommenda- 
tions from long tax experience, with support- 


MONTGOMERY’S 


ing authority for every decision you make, the 
authors put into these compact volumes what 
you could not otherwise get from ten times the 
material. 

Covers gross income and allowable deduc- 
tions; and tax determination and preparation 
of returns. It gives guidance on problems still 
important in connection with excess profits tax, 
including possible benefits. It helps continually 
in the close reasoning necessary in questions of 
taxability of income, time of its recognition, 
tax treatment of gains and losses. 2 vol. $20 


FEDERAL TAXES—Estates, Trusts & Gifts 


RREPLACEABLE guidance for those who 
handle tax problems of estates and trusts. 
Helps in expert planning to ease tax burden by 
minimizing both estate and income taxes. Easy 


SEE BY TRIAL whether these annuals do 


not add something you are not getting elsewhere— 
if, in fact, you can afford to be without this standard 
equipment relied on everywhere by men who have to be 


right about taxes. 


“Use Montgomery first—it makes 
so much other work unnecessary” 


Fill in and mati the form at right today. 





to use. Covers estate taxation in full; helps 
plan property disposition to do the most for 
beneficiary ; safeguards against multiple taxa- 


tion. $10 
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“Not only furnishes an accurate 
statement of the law on any point 
but gives the user an understand- 
ing of his problem in clear and 
concise discussions and citations.” 
—Business Executive, 

large eastern city. 


“Of inestimable value in bring- 
ing me up to date. I value them 
highly as a place where I can 
secure an answer in close ques- 
tions where tax services are fre- 
quently inadequate.” 

—Lawyer, eastern city. 


“Useful especially in these times 
when taxes are such a large fac- 
tor in practically all transac- 
tions. Easy to read and under- 
standable; saves me a lot of 

time.” 
—Corporation Treasurer, 
midwestern city. 


“Books maintain an unbroken 
record for excellence, reliability, 

and continuous improvement.” 
—Certified Public Accountant, 
eastern seaboard city. 


“Prepared with great compe- 

tence; it would be hard to run 

the office during these times 
without them.” 

—Lawyer, midwest 

industrial city. 


“More complete, better arranged, 

and therefore more readily un- 

derstandable than any other I 
have seen.” 

—Bank President, 

small city, southwest. 


Each Issue Brings 
New Praise from Users 


| The Ronald Press Company, Publishers 

| 15 East 26th Street, New York 10, N. Y. 

| Please send me the 1946-47 issues of Montgomery’s 

| {] Federal Taxes—Corporations & Partnerhips............... $20 
| {] Federal Taxes—Estates, Trusts & Gifts...........-...++++ 10 


What subscribers say: — 
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nue freight of the railroads indicates a sub- 
stantial loss in yearly goods per inhabitant by 
weight in those fifty years. There are indica- 
tions aplenty in this simple statement of the 
figures. 

Nor has this relation of figures on supply 
and demand of worldly goods, with all the 
accompanying social disturbances from the im- 
plied rise in the ratio of non-productive labor, 
been a particularly outstanding feature of a 
half century. 

Money and purchasing media have been 
swollen by a magnificent volume of paper. 
National fiscal policies have created debt on 
the one hand and tax levies on the other on a 
scale that no nation has ever been able to 
manage in historical experience. And, no- 
toriously, the evaluation of government jobs 
bears a poor relation to merit from results. 

The factors affecting business activities are 
so many and the shifting status of those fac- 
tors are so broad that he is indeed rash who 
draws lightly his measures of business cycles 
into certain positive conclusions. A mechanical 
arrangement of every human business has a 
poor probability of being correct in its deeper 
aspects. 

But all light that can be thrown on the 
business cycle is greatly needed to mitigate the 
excesses which we have had in the past and 
which we will face in redoubled fury in the 
next quarter of a century throughout a torn 
and blasted world. 

The arrangement of the monthly reference 
cycles by stages for the United States, Great 
Britain, France and Germany as compiled by 
Messrs. Burns and Mitchell draws compari- 
sons which give rise to sober reflection on the 
course of cycles in war and the ensuing peace. 

The expansion of the business cycle in the 
United States during the Civil War began in 
May 1861, reached a peak in March-May 1865 
when the war ended, and was followed by 
contractions to November 1867 when ex- 
pansion recurred until July 1869. 

At the end of World War I the United 
States had had business expansion from No- 
vember 1914 to achieve a peak in September 
1918. Thereafter contractions set in until 
March-May 1919. From March-May 1919 the 
first postwar expansion lasted until December 
1919-February 1920 and reached its peak 
proportions. The following contraction reached 
its trough between August and October 1921. 

In Great Britain expansion lasted from Au- 
gust 1914, reaching a peak in September-No- 
vember 1918 and then by contraction reaching 
a trough between March-May 1919. The fol- 
lowing expansion thereupon began reaching a 
peak between February-April 1920 and re- 
verting downward reached a bottom between 
May-July 1921. The time lag between Britain 
and the United States was short in all phases 
of World War I experience. 

Likewise, in France expansion during World 
War I lasted from July 1914 to July 1918 and 
from this peak fell to a bottom in March- 
May 1919. Thence resuming expansion, a peak 
was reached between August-October 1920 
while by June-August 1921 a bottom had 
again been reached. 

In defeated Germany during World War I 
expansion began in July 1914, reached a peak 
May-July 1918 and declined to a trough in 
May-July 1919. Resuming expansion at that 
time it continued until April-June 1922, then 
declined to October-December 1923. In Ger- 
many the expansion continued unhealthily dur- 
ing 1920, 1921 and 1922 due to monetary and 
debt difficulties of the vanquished whereas the 
victorious allies had shorter periods of ex- 
pansion and boom as they contracted their 
outlays and attempted to follow more stable 
fiscal policies. 

The immediate postwar booms therefore ap- 
pear to be short-lived where inflationary war 
financing is checked. That the postwar periods 
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have grave excesses in business activities in 
price and volume is not to be doubted. The 
present situation has the ominous portents of 
the short-lived boom of May 1919 to October 
1920, a matter of only seventeen months from 
trough to peak, followed by a short but severe 
break of ten months. The stock market in- 
deed reached a peak in November 1919, only 
a year after the armistice. 

The cyclical trend this time may be longer 
in months than in 1920 before the contraction 
from peak ensues. But whoever regards the 
present wage-price situation in this country 
may well conclude that as in the past the ex- 
cesses will bring about the needed contraction 
to establish a more equitable relationship in 
business. 

For instance, with American factory labor 
earning some $45 per week, or $2,300 per 
year, his investment in a house should not be 
much above $6,000 to maintain his budgetary 
relation, at maximum, for shelter. With the 
small cottage selling at or near $10,000 the 
relationship is so bad that correction must 
come at last despite what may be done to 
prevent it. As a sample of dislocation the cal- 
culation of the excess is simple. 

There is every reason, therefore, to make 
use of statistical analysis of business cycles 
to perceive not only their duration and ampli- 
tude but to regard closely the excessive activi- 
ties which bring on the recession and panic. 
Prudence is required at this hour that the im- 
pending crisis may be the easier met. 

Difficult as accurate measurement of busi- 
ness cycles will always be and difficult as 
human nature may be in business activities, 
sound study will lessen the trials and agony 
of excessive crises. 

Reviewed by A. S. Poucuot, Controller, 

Lee Tire & Rubber Corporation, 
Conshohocken, Pennsylvania. 


Wanted: Jobs and Peace 


FOR THIS WE FOUGHT. By Stuart Chase. 
Published by the Twentieth Century Fund, 
New York. $1.00. 

The main goals of both civilians and re- 
turning service veterans are jobs and peace, 
savs Stuart Chase in a new report on the after- 
math of war, which was recently published by 
the Twentieth Century Fund, titled “For This 
We Fought.” 

Chase analyzes some of the things we did— 
and did not—get out of the war and points 
to a typical American reaction to the after- 
math of conflict. He examines opinions regis- 
tered by veterans and by other elements of the 
population and finds that, by and large, ‘‘the 
rest of us want about the same things the vet- 
eran wants. First comes employment with se- 
curity yoked to it. Second comes peace, founded 
on some kind of world organization. The 
atomic bomb has made the second desire more 
insistent, but I have not yet seen any poll re- 
sults which put it ahead of full employment 
at home... . . 

“The best form of security the American 
people think, is the right to work continuously. 
They want the business cycle smoothed out. 
They are fed up with working in fits and 
starts as hitherto. This is hardly the expected 
reaction of a spoiled or pampered people. We 
don’t want handouts, we want regular work.” 

Stuart Chase believes that veterans of World 
War II differ sharply from veterans of earlier 
wars. “It is a different world this time, and 
for two reasons. In the first place, the Ameri- 
can economy is so interdependent that no one 
large class can prosper while the rest of us 
are in the dumps. For better or for worse, we 
must go up or down together. 

“In the second place, if the veterans get a 
bonus or other forms of gravy, they will have 
to pay for a good share of it themselves! There 
are so many of them this time that they will 








form, with their families, a third to a half of 
the whole working population, and the most 
active part of it for years to come. Thus they 
will be the taxpayers, who pay themselves the 
Great Big Bonus.” 

From his sampling of opinions taken among 
veterans on many subjects, Stuart Chase says 
that “a pretty definite pattern emerges. Every 
veteran is different, but there are certain mass 
desires which Civvy Street will do well to re- 
spect.” The noted writer on economic sub- 
jects summarizes them as follows: 


The outstanding desire is for a good job, 
carrying security of tenure as part of it. Not 
fancy wages, but living wages for the fam- 
ily. 

Veterans should have preference when jobs 
are limited, especially in. government work. 
A surprisingly large number of veterans do 
not want the old job back. They are restless, 
on the march for something better or more 
exciting. 

A substantidl minority wants to start in 
business for themselves. A majority of this 
minority seems to be ill prepared for the 
role of entrepreneur. 

A large minority wants to continue educa- 
tion, full time, or part time, under the GI 
Bill of Rights. 

Married veterans want homes to live in— 
not pup tents in Central Park, or a cot each 
in the YMCA and the YWCA..... There 
have been some housing riots already in 
Britain. 

Veterans like civil service jobs because of 
the security of tenure, but they do not like 
signing up again in the armed services. Some 
officers in. the Air Corps, however, will be 
glad to stay in the Army. 

Most veterans don’t want to be treated asa 
class apart. Probably they will want their 
own veterans’ organizations in due course. 
A large majority wants a world organiza- 
tion, a world police force, and is prepared 
to sacrifice some sovereignity for an endur- 
ing peace. 


Commenting on the significance of this sum- 
mary, Stuart Chase observes, “Unemployment 
is the major worry, greater in veterans’ minds 
than the fear of World War III. When safe 
and sound citizens in Civvy Street scoff at the 
idea of full employment, calling it a ‘fetish,’ 
and incompatible with a free society, they 
should remember that some fifteen million 
combat-trained young men do not agree with 
Mass unemployment is the pri- 
mary curse and scourge of the modern eco- 
nomic world. There will be no peace on the 
domestic front until it is permanently van- 
quished.”’ 

On the civilian side, Chase notes a consider- 
able willingness on the part of the general 
citizen to tax himself to pay for needed serv- 
ices. He quotes figures assembled by Elmo 
Roper showing that more than two thirds of 
the population would be willing to have the 
federal government collect enough taxes to 
provide “jobs for everyone able and willing 
to work but who can’t get a job in private 
employment.”” Almost three quarters of the 
people believe that the federal government 
should collect enough taxes to provide medical 
care for every person who needs it and an 
old-age pension for every citizen over sixty-five. 

Stuart Chase expresses great faith in the 
collective judgment of the American people 
and says, “The people are often way ahead of 
Congress, ahead of the President... . . Again 
and again the people leave the leaders of the 
people buried in a cloud of dust.” After look- 
ing at attitudes of both civilians and returning 
veterans, as revealed in surveys and_ polls, 
Chase says, “The polls bring out one conclu- 
sion of great importance. Public opinion. 1s 
changed by events, not rhetoric. After the banks 
began to snap in 1932, people changed their 
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Let our people 
turn out your payroll 


WE don’t have to tell you that turning out your 
payroll work and related tax data is much more com- 
plicated than it used to be. 


But just as times change, so do methods of doing 
things! 


Today many firms are assigning this work to the 
Recording and Statistical Corporation where it is 
turned out in jig time on high speed alphabetic and 
numeric tabulating machines. 


We will give you checks ready for your signature! 
Complete Payroll Registers! Quarterly Employee Earn- 
ings Statements! Labor Distribution Schedules! W-2 
Forms! Lists of Employee Deductions—and all the 
other reports you may require! 


And all your work is double-checked for you by bank 
standards. 


The Controller, December, 1946 





Firms located in or near Chicago, Boston, Detroit, 
New York, Montreal or Toronto find our Payroll Serv- 
ice particularly advantageous. We think you will, too. 


OTHER STUDIES AND ANALYSES 


For more than forty years now we have been turning 
out confidential statistical tabulations and reports for 
many of America’s foremost companies. 


Some of these projects include: Sales Analyses. Price 
Studies. Traffic Studies. Retroactive Pay-Increase Cal- 
culations. We will do statistical reports for you of 
most every type. 


Send for free booklet, and let us quote on your work. 


Recording and Statistical Corporation 


Chicago - Boston - Detroit - Montreal - Toronto 


102 Maiden Lane, New York 5, N. Y. 



























700 


political ideas rapidly. .... After the fall of 
France in 1940, they changed their ideas about 
international relations with great rapidity. Fol- 
lowing the event in Japan on August 6, 1945, 
their opinions may be taking another major 
shift. Perhaps the bomb on Hiroshima has 
made a world state possible sooner than any- 
one expected! 

“This is very cheerful news when all is said 
and done. Also it makes sound biological 
sense. If the mass of the people were swayed 
by every hurricane of political verbiage which 
came down the street, the human race would 
long since have become extinct. The fact that 
homo sapiens keeps going—however waver- 
ingly—shows that somebody, somewhere, has 
stored up a little wisdom.” 


Reviewed by PAUL HAASE 


Mr. Baxter Dissents 


NO INFLATION COMING! By William J. 
Baxter. Published by International Economic 
Research Bureau, New York 5, New York. 
Price $1.00. 

Now that fears of inflation on one hand and 
deflation on the other are a matter of daily 
headline in our newspapers, it appears timely 
to have this postwar re-issue of “No Inflation 
Coming!” Its first edition wa’ published in the 
autumn of 1944, and the author admits that 
he is “far more pessimistic now concerning 
not only the price level, but the standard of 
living” than he was in 1944, 

Mr. Baxter succeeds in making a complex 
subject quite palatable through the use of a 
lively style, a minimum of statistics, and a 
series of pertinent illustrations by cartoonist 
Carl Rose. 


“Math” of Installments 


INSTALMENT MATHEMATICS HAND- 
BOOK. By Milan V. Ayres. Published by 
The Ronald .Press Company, New York. 
Price $10.00. 

Here is a most valuable special work on the 
practical problems of instalment mathematics. 
Its author is a member of the Massachusetts 
Bar and a consulting statistician, as well as 
being analyst of the American Finance Con- 
ference. In this book he has provided those 
responsible for making the many recurrent cal- 
culations involved in instalment sales, financ- 
ing, and similar activities, with formulas which 
are experience-tested and easy to apply. A sec- 
ond part of the book covers “Derivations, Dis- 
cussion and Proofs.” 

The user of this handbook should find it a 
most practical and essential working tool, since 
it is designed to provide working formulas for 
all types of transactions. 





Forthcoming Reviews 
of Publications 


Business Organization and Man- 
agement. By Richard Norman 
Owens. 


Terminal Airport Financing and 
Management. By Lynn L. Bollinger, 
Alan Passen and Robert E. McEI- 
fresh. 


Educating for Industry Through | 
Apprenticeship. By William F. | 
Patterson and Marion H. Hedges. 


International Business Diction- | 
ary. By Frank Gayner. 
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POSITIONS WANTED 








POSITIONS OPEN 











Controller—Treasurer—Business Manager 

Desires position of responsibility. Has fif- 
teen years of wide and varied experience as 
controller, treasurer, chief accountant and busi- 
ness manager in industrial organizations and 
five years with certified public accountants. 
Experience embraces systems, budgets, finan- 
cial statements, office procedures, federal and 
state taxes. Knows how to interpret figures 
with understanding and to translate them into 
vital facts for management. University gradu- 
ate, age 46, married, no children. Available 
immediately to anywhere opportunity affords. 
Address: Box 624, ‘The Controller,” One 
East Forty-Second Street, New York 17, New 
York. 


Executive Accountant—Assistant Controller 


Heavy general accounting and supervision. 
Costs, taxes, insurance, property, and such. 
Accustomed pressure, difficulties. 
flexible, adaptable, resourceful. Age 32, mar- 
ried, college graduate. Salary about $5500. 
Future growth important. New York City 
area. Résumé available. Address: Box 637, 
“The Controller,” One East Forty-Second 
Street, New York 17, New York. 


Corporation Financial Vice-Presidents or 
Treasurers Watch Your Pennies! 


Now is the time to set your finances in 
order . . . . modify your forecasts of earn- 
ings, expenses and profits. Hire this treasury 
“watch-dog’”” who will show you how effec- 
tively to save on operating expenses, increase 
profits. All this without stepping on any- 
body’s toes from the top down. Certified Pub- 
lic Accountant—financial man with seventeen 
years’ successful record in corporation finance, 
investments, securities, refundings, recapitali- 
zations, banking credit lines and other financ- 
ings, accounting, taxation, cost-expenses and 
budgetary controls, sound business administra- 
tion. Address: Box 653, ‘“The Controller,” 
One East Forty-Second Street, New York 17, 
New York. 


Financial and General Executive 


Twenty-five years in banking, consulting, 
and research have trained him in financial 
analysis and solution of general managerial 
problems, appropriate to controller or treas- 
urer and internal management. This includes 
research in corporate finance, such as refund- 
ings, mergers, impact of regulation and taxa- 
tion; studies of office organization and _ pro- 
cedures in companies large and small; job 
analysis, job evaluation, and wage and salary 
administration. Age 47, family, graduate Cor- 
nell and New York University. Desire work 
in New York City or northern New Jersey. 
Available immediately. Address Box Number 
657, “The Controller,’ One East 42nd Street, 
New York 17, New York. 


Treasurer—Controller 


Experienced executive in corporation con- 
trol, management and organization desires 
new connection with firm that believes in 
modern management methods. Excellent edu- 
cational background and practical experience 
in control and analytical accounting, finance, 
systems, costs, budget, taxes and personnel 
management. Capable of assuming large re- 
sponsibilities and can handle authority with 
judgment. Can furnish highest references, 
Institute member. Minimum salary $12,000. 
Address: Box 648, “The Controller,” One 


East Forty-Second Street, New York 17, New 
York. 





Highly ° 


Cost Accountant 

A progressive manufacturing company with 
home office in western Pennsylvania and with 
several plants requires an experienced cost 
accountant. Must be able to design and install 
standard cost systems, properly supervise their 
operation and assist management in reducing 
costs. Furnish written résumé of education, 
past experience, including names of companies 
and earnings, and salary requirements. En- 
close a recent snapshot if one is available. Ad- 
dress: Box 654, “The Controller,’ One East 
Forty-Second Street, New York 17, New 
York. 


Executive Accountant 


Machinery manufacturer in midwest city of 
40,000 can use a college graduate in account- 
ing, age 26 to 30, to take charge of general 
accounting under assistant controller. Requires 
aggressiveness and adaptability. Future growth 
with old established company assured to one 
who qualifies. Furnish details of education, 
training and experience. Address: Box 655, 
“The Controller,” One East Forty-Second 
Street, New York 17, New York. 


Methods Accountant 

Large midwestern manufacturer and dis- 
tributor, with world-wide operations compris- 
ing United States and foreign plants and sales 
branches, has permanent position available in 
its home office for an accountant experienced 
in the operations of a modern office methods 
organization. Position requires variety of ex- 
perience in modern accounting and cost sys- 
tems, much imagination and ingenuity in de- 
veloping and installing improved office and ac- 
counting methods and systems; experience in 
writing standard operating procedures or prac- 
tices, most pleasing personality and natural 
aptitude for such position. Application will be 
treated most confidentially with no contacts 
made without permission of applicant, and 
should include recent photograph. Address: 
Box 656, “The Controller,’ One East Forty- 
Second Street, New York 17, New York. 


Systems-Procedures Association 
Organization Announced 


Formation of a national Systems and Proce- 
dures Association is announced. The purposes 
of the new group is to provide a means of 
study and dissemination of knowledge relative 
to systems and procedures, research, discus- 
sion and publication. The association’s pro- 
gram, reported Joseph S. Covell, managing di- 
rector, includes such activities as (1) case 
studies of specific problems in business sys- 
tems, (2) research in the basic tools of systems 
analysis including procedure manuals and flow 
charts, (3) standards of office mechanics such 
as filing systems and hand-clerical operations, 
(4) preparation of bibliography of systems 
data. 

“Because business moves on systems,’’ said 
H. Kenneth Marks, president of the new or- 
ganization, “we expect to fill a vital need, 
especially today when management must fe- 
vise systems to meet changing circumstances 
and needs. During the war, many business 
systems were revised to meet government re- 
quirements. Now, they have to be changed to 
meet the demands of peace-times. While much 
progress has been made in individual in- 
stances, no classified body of basic principles 
on systems and procedures is available at the 
present time. Likewise, no comprehensive bib- 
liography on systems and procedures is avail- 
able. We, therefore, believe that our group 
will render a real service to business and to 
the community at large.” 
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The 1-2-3 of 


paper work production 


Speed it ... control it .. . save money on it— 


with Mimeograph brand die-impressed stencils . . . 


‘1 # , 


al) 


VALE « 


It’s as simple and easy as that. You don’t 
have to wait for preprinted forms— or 
stock and store obsolescent forms. One 
proofreading is enough—for all copies are 
identical. And all copies are easy to read, 
clear, black-and-white, non-smudging, non- 
fading. 

For complete details and the assistance 
of experts in factory paper work problems, 
write A. B. Dick Company, 720 West 
Jackson Boulevard, Chicago 6, Lllinois. 





A single writing gives you as many copies as you 
need on the kinds of forms you want to use— 
that’s the big advantage Mimeograph brand die- 
impressed stencils give to paper work procedures. 


Your own ruled forms or headings are die-im- 
pressed into Mimeograph brand stencil sheets. 


All your typists do is add the variable, fill-in 
material by typewriter. 


Then the completed form and variable informa- 
tion are produced together in one operation on 
the Mimeograph brand duplicator. 


FREE Send for more information 
on Mimeograph brand die-im- 
pressed stencils—how they speed 
production, save money, and sim- 





plify control of paper work systems 
and procedures. 


sient cachet Sy 
A. B. Dick Company, Dept. Q-1246 | 
720 West Jackson Boulevard, Chicago 6, Illinois | 
Please send me a free copy of the new folder, 
Mimeograph Die-Impressed Stencils. 
WE 00 va 6c tweed beasducue kaueeemuneaweenl : 
CRIN in: 6 cin ob dcgesavcendenusenbadineas 
eee PTTTITILITITITTLirririre Te 
CAP at aedddics<bacayecseacscde SRR 365 es 
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RB Mimeograph brand duplicator 


MIMEOGRAPH is the trade-mark of A. B. Dick Company, Chicago, registered in the U. S. Patent Office. 








COPYRIGHT 1946, A. 8. DICK COMPANY 
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Personal Notes About Controllers 












Mr. L. R. Feakes, controller of Johnson & 
Johnson, New Brunswick, New Jersey, and 
Mr. G.- O. Lienhard, president of Chicopee 
Manufacturing Corporation, New Brunswick, 
New Jersey, were elected to the Board of 
Directors of Johnson & Johnson at a special 
meeting in September. Both Messrs. Feakes 
and Lienhard are members of the Controllers 
Institute of America. 


Mr. William T. Lake is now connected 
with General Ribbon Mills, Inc., Catasauqua, 
Pennsylvania, following release from service 
in the United States Navy, in which he held 
the, rank of lieutenant. Holder of membership 
Certificate No. 1683 of The Institute, he for- 
merly served as controller of Keystone Port- 
land Cement Company, Philadelphia. 


Mr. J. H. Jerome is now affiliated with Illi- 
nois Watch Case Company, Elgin, Illinois. A 
member of the Controllers Institute of America 
since November, 1942, Mr. Jerome was previ- 
ously associated with Erie Basin Metal Prod- 
ucts, Inc. 


Mr. L. S. Cline has been elected treasurer 
of National Radiator Company, Pittsburgh. 
Mr. Cline has been a member of The Insti- 
tute since November, 1940. He was formerly 
controller of Eversharp, Inc., Chicago. 


Mr. James E. M. Brown has accepted a 
position with Reconstruction Finance Corpo- 
ration, Washington, D. C., as senior head 
fiscal consultant. Mr. Brown, who has been 
a member of the Controllers Institute of 
America since May, 1935, was previously 
with the Federal Power Commission in 
Washington. Prior to that connection, Mr. 
Brown was with Queens Borough Gas and 
Electric Company in Far Rockaway, New 
York. 


Mr. Reid McCrum, formerly of The 
Stieff Company, Baltimore, Maryland, is now 
associated with Anheuser-Busch, Inc., St. 
Louis. Mr. McCrum is a member of the Con- 
trollers Institute of America, having been 
elected to membership in May, 1943. 


Mr. T. B. Tomkinson, controller of The 
B. F. Goodrich Company, Akron, Ohio, since 
1927, and a director from 1928 to 1940, is re- 
tiring at the end of this year after 43 years 
of continuous service with the company. Mr. 
Tomkinson was elected to membership in the 
Controllers Institute of America in August, 
1935, and is the holder of Certificate No. 524 
of The Institute. 

Mr. Tomkinson, who plans to live alter- 
nately in Akron and Florida, entered the rub- 
ber industry by working school vacation pe- 
riods for the Diamond Rubber Company, 
where he later had his first full-time job in the 
cost department, at the age of sixteen, with a 
weekly salary of $7.92. At twenty-one he be- 
came head of the company’s cost department 
and, following the merger of B. F. Goodrich 
and Diamond in 1912, he was named assistant 
general auditor. Continuing to rise in the com- 
pany’s management picture over the years, and 
serving under five company presidents, he has 
been controller of the B. F. Goodrich Com- 
pany since 1927. 


Mr. Milton P. J. Hickey, formerly chief 
accountant of Graham-Paige Motors Corpo- 
ration, Detroit, has been named assistant 
treasurer. Mr. Hickev. a member of the Con- 





trollers Institute of America, was previously 
associated with the Stinson Division, Consol- 
idated Vultee Aircraft Corporation, Wayne, 
Michigan. 


Mr. William R. Hopkins has been named 
controller of Shaw Insulator Company of 
Irvington, New Jersey, succeeding Mr. How- 
ard E. Stern. Mr. Stern will now devote all 
his time to his duties as vice-president and 
treasurer of the company, to which he was 
recently elected. Both Mr. Stern and Mr. Hop- 
kins are members of the Controllers Institute 
of America, Mr. Stern holding Certificate 116 
and Mr. Hopkins, Certificate 2379. 


Mr. Charles T. Cubellis is now associated 
with Courtley, Ltd., in Hollywood, as con- 
troller. The company is a wholly owned sub- 
sidiary of William R. Warner and Company, 
Inc. Previously Mr. Cubellis, a member of the 
Controllers Institute of America, was control- 
ler of the Mennen Company, Bloomfield, New 
Jersey. 


Mr. Herman V. Gaertner has been elected 
controller of the B. F. Goodrich Company, 
Akron, Ohio, to succeed Mr. T. B. Tomkin- 
son, who retires on December 31. Mr. Gaert- 
ner, who joined the rubber company in 1916, 
became assistant controller in 1929, and as- 
sistant treasurer in 1943. 


Mr. Axel H. Anderson was elected presi- 
dent of Bird & Son, succeeding Mr. Benjamin 
H. Roberts, who retired from that post and 
was elected vice chairman of the board of 
directors. Filling the vacancy caused by Mr. 
Anderson’s resignation, as secretary-treasurer 
of the firm, Mr. Wesley C. Ahlgren was 
elected to that post. 

Mr. Anderson, who holds membership cer- 
tificate 462 in the Controllers Institute of 
America, by virtue of election in April, 1935, 
has been connected with Bird & Son since 
1918, when he joined the firm as assistant 
auditor. In 1929 he was named comptroller 
and in 1930 was elected to the post of secre- 
tary-treasurer and director. In 1944, during 
Mr. Robert’s illness, Mr. Anderson served as 
acting president of the company. In addition, 
he is secretary-treasurer of the Bird Machine 
Company, of South Walpole, Massachusetts, 
and also of the Berry Asphalt Company, Chi- 
cago and Waterloo, Arkansas. 


Mr. Ahlgren, who holds The Institute’s 
certificate 3108, recently completed twenty 
years’ service with the firm. He joined Bird & 
Son as assistant auditor and in 1930 became 
auditor and assistant manager. In 1937 he 
was made assistant secretary-treasurer and also 
assistant treasurer of the Berry Asphalt Com- 
pany, Chicago, which latter position he still 
retains. 


Mr. Robert R. Pattillo, controller of Retail 
Credit Company, Inc., Atlanta, Georgia, 
marked his thirty-fifth anniversary with the 
company on November 20. Starting in cleri- 
cal work, Mr. Pattillo steadily progressed un- 
til he was named controller of the company 
in 1930. In 1935, retaining the title of control- 
ler, he was elected a senior officer of the com- 
pany. Mr. Pattillo was a charter member of 
the Atlanta Control of The Institute and sub- 
sequently served a one year term as its presi- 

ent. 


Mr. Ernest H. West recently retired as 
controller of Union Carbide Company, New 





York. Mr. West, who has been a member of 
The [Institute since August, 1934, and js 
holder of its certificate 326, is making his 
residence in West Harwich,, Massachusetts. 


Mr. Victor C. Stephens is now affiliated 
with Emerson Radio and Phonograph Corpo- 
ration, New York. Mr. Stephens, who is a 
member of the Controllers Institute, previously 
served as secretary and comptroller of General 
Instrument Corporation, Elizabeth, New Jer- 
sey, and prior to that was with Tung-Sol Lamp 
Works, Inc., of Newark, New Jersey. 


Mr. A. L. Cable recently accepted a posi- 
tion as controller of Los Angeles Brewing 
Company, Los Angeles. Holder of The In. 
stitute’s membership certificate 1384, Mr. 
Cable had been serving as controller of Gam- 
ble-Skogmo, Inc., of Minneapolis, Minnesota, 
having joined that firm upon his return from 
three years in the armed services, during which 
period he attained the rank of lieutenant- 
colonel. 


Mr. Thomas Mason King, formerly comp- 
troller of Madsen Iron Works, Huntington 
Park, California, and a member of the Con- 
trollers Institute, is now affiliated with Busi- 
ness Systems, Inc., of Vernon, California. 


Mr. George W. Schenck has resigned as 
assistant secretary and divisional controller of 
Aireon Manufacturing Corporation, Burbank, 
California, to accept a position with Califor- 
nia Design Manufacturing Corporation, of the 
same city. Mr. Schenck is a member of the 
Controllers Institute of America. 


Mr. H. L. Burrough has joined Reynolds 
Metals Company, Richmond. Previously Mr. 
Burrough, who holds membership certificate 
1583 of The Institute, was connected with 
Automatic Electric Company, Chicago. 


Mr. Howard S. Hevern, previously affiliated 
with American Cyanimid Company, New York, 
has joined Telecoin Corporation, in the ca- 
pacity of secretary-treasurer. Mr. Hevern is a 
member of the Controllers Institute. 


Mr. Harold G. Haydon, previously serving 
as comptroller of Potomac Electric Power Com- 
pany, was appointed vice-president and comp- 
troller of the company at the October meeting 
of the board of directors. Mr. Haydon is a 
past president and director of the Washington 
Control of The Institute and a member of the 
Committee on Federal Taxation of The In- 
stitute. A native of Virginia, he has served 
with Potomac Electric Power Company since 
graduation from business school in 1910. 


Mr. Herbert J. Noble, a member of the 
Controllers Institute, has been elected a vice- 
president of Taylor Instrument Companies, 
Rochester. Previously serving as treasurer 0 
the company, Mr. Noble is also a member 0 
its board of directors. 


Mr. E. N. Watkins, previously connected 
with Jamieson Pharmacal Company, of De- 
troit, is now associated with Productrol Gulf 
Coast Company, Houston, Texas. 


Mr. Harold DeBaun has joined Mercantile 
Acceptance Corporation, of San Francisco. Mr. 
DeBaun, a member of the Controllers Insti- 
tute, previously served with General Finance 
Corporation, Chicago. 
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FRANK H. STEPHENS 


The alloy steel industry, and Allegheny 
Ludlum Steel Corporation, lost a colorful 
pioneer with the death of Frank H. Stephens 
jast October 10. He was 71. At the time of 
his death, Mr. Stephens was director and hon- 
oraty vice-president of the company, although 
he had been in virtual retirement since 1944. 
Mr. Stephens, a native of Pittsburgh, was one 
of the founders of Allegheny Iron & Steel 
Company in 1901, and was named auditor of 
the new organization when it became the 
Allegheny Steel Company four years later. 
During the 1920’s he was active in pioneering 
the development and marketing of corrosion 
and heat-resisting alloy steels. 

Mr. Stephens was named assistant secretary 
of Allegheny Steel Company in 1908; secre- 
tary in 1917, comptroller and secretary in 
1927; vice-president and secretary in 1930, and 
in 1933 he was made treasurer. He was elected 
to the Board of Directors in 1936, and con- 
tinued as vice-president, treasurer and director 
with the merger of Allegheny and Ludlum 
Steel in 1938. 

Mr. Stephens had been a member of the 
Controllers Institute since November, 1935, 
holding certificate 585. He is survived by his 
widow, Anne Acklin Stephens; two sons, J. G. 
and F. H. Stephens, Jr. of Pittsburgh; a 
daughter, Mrs. Clark W. Green of Tarentum, 
and four brothers, W. W., and H. H. Stephens 
of Hollywood, Florida; J. O. Stephens of 
Mars, Pennsylvania, and Philip H. Stephens 
of Crafton, near Pittsburgh. 


ROBERT E. HEALY 


Members of the Controllers Institute of 
America learned with regret of the death on 
November 17 of Mr. Robert E. Healy, 63, 
one of the five original Securities and Ex- 
change Commissioners, who was reappointed 
to the Commission by President Truman for 
his fifth term, last May, just two months be- 
fore he became ill. Mr. Healy had spoken, 
on occasion, before meetings of the Control- 
lets Institute of America, the most recent 
being the 1943 Annual Meeting in New York. 
Mr. Healy was appointed, in 1928, by Presi- 
dent Coolidge as chief counsel for the Fed- 
eral Trade Commission and was prominently 
concerned with the activities surrounding the 
enactment of the holding company act in 1935. 
He and the late George C. Matthews were 
the two Republican members of the original 
Securities and Exchange Commission, ap- 
pointed by President Roosevelt in 1934. On 
the Commission Mr. Healy was mainly con- 
cerned with enforcement of the public utili- 
ties act and investigation of investment trusts. 


RediFixt... 
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Annual Report Guide 
Released by AMA 


A guide to preparing annual corporate 
reports has been published by the Ameri- 
can Management Association, as a result 
of an intensive study of such reports, 
which the group finds have become an 
increasingly effective means of acquaint- 
ing stockholders, employees and the gen- 
eral public with business problems and 
methods. The study assembles and ana- 
lyzes the experience and best techniques 
of accountants, auditors, company presi- 
dents, treasurers, public relations execu- 
tives and other management personnel. 

Among the criteria of good annual re- 
ports, the A.M.A. study lists: (1) com- 
pleteness, interest and clarity of explana- 
tion; (2) illumination of economic con- 
cepts important in the relationships of the 
company to its various “‘publics’”; (3) the 
effect of changes in the purchasing power 
of the dollar on financial statements; (4) 
proper presentation of profits; (5) de- 
tailed explanation of the nature and data 
of accounting; (6) use of the best meth- 
ods of presenting the major items on the 
balance sheet and income statement; 
(7) use of new accounting aids in pres- 
entation; (8) attention to employees’ in- 
terest and company relations to them; 
(9) improvement of stockholder rela- 
tions; (10) proper preparation, printing 
and distribution. 

“While it is true that some of the 
upper bracket stockholders can read a 
financial statement more intelligently 
than the employees can, it is quite likely 
that in many companies the ‘average in- 
telligence’ of employees is about the same 
as that of the stockholders, considering 
the spread of education and the growing 
consciousness of economic problems,” it 
is observed. 

“Some companies with outstandingly 
good (and some with outstandingly bad) 
records in labor relations make no men- 
tion of them at all, although employee 
relations are of obvious interest to stock- 
holders, especially as they affect labor 
productivity, wage demands, labor strife 
—matters that may influence earnings de- 
cisively. 








JOHN R. 
BLADES 


Insurance 
Adviser 


Insurance affairs of busi- 
ness concerns or trusts 
surveyed. 


Self-insurance plans ex- 
amined or designed. 


Advice on special insur- 
ance problems. 


Annual consulting service. 


Fee Basis 
No Insurance Sold 


50 CHURCH STREET 
NEW YORK 7, N. Y. 


Established 20 Years 











American business contributed more than one 
billion dollars worth of advertising space, time 
and service in support of home front campaigns 
during the war. 















CONSOLIDATED BUSINESS SYSTEMS, Inc. 
30 Vesey Street -22~ ERR] New York City, 7 



























INSURANCE COVERAGE 
(Continued from page 682) 











source which is independent of the sale of 
insurance, and which will accept a contin- 
uing responsibility for maintaining the 
validity, completeness and economy of 
their program. During the war years many 
buyers ignored the cost of insurance be- 
cause it was deductible from taxable in- 
come, and thus they were “easy picking” 
for the aggressive and imaginative sales- 
men. Now that this situation is being re- 
versed it is important that all insurance 
costs be reduced and non-essential cover- 
ages eliminated, but this calls for wise 
judgment and careful correlation. 

To effectively perform the work, to ful- 
fil the client’s expectation, and to avoid 
jeopardizing his safety, a competent con- 
sultant will proceed about as follows: 


1. To develop the facts involved, by studies 
of the physical properties, business operations, 
inter-relation of plants and departments, prop- 
erty titles, leases, contractual obligations, legal 
liability, appraisals and other valuation data, 
hazards, loss probabilities, loss control, and 
many other factors which vary with each busi- 
ness. 

2. A critical examination. of every policy, 
based on determined facts, to discover any er- 
rors, omissions, ambiguities or other defects 
needing correction; to decide upon the best 
ways for correcting the deficiencies and draft 
the endorsements to be attached for accomplish- 
ing the corrections. 

3. To consider carefully the problems of 
proving a claim and of securing adequate de- 
fence and indemnity under every policy, to 
make sure that such results may be secured 
without disappointment or litigation. 

4. To study carefully all co-insurance obliga- 
tions and the sufficiency of the coverage to fully 
indemnify for the loss of property and inter- 
rupted earnings. 

5. To study the program as a whole to deter- 
mine ways of improving it within the scope of 
authorized expenditures and preferences of 
management. 

6. To study carefully the solvency, quality of 
management, loss-paying attitude, and under- 
writing results of the companies being used and 
prepare proper comments and recommendations. 

7. To consider insurance costs and the possi- 
bility of securing reductions without any sacri- 
fice of quality of coverage and certainty of in- 
demnity. 

This may sound like a big order, likely 
to involve a considerable cost, but after 
careful thought what would you suggest 
omitting without impairment of the es- 
sential value to be expected from the con- 
sultant’s comments and recommenda- 
tions ? However, as in other highly trained 
and specialized professions, an experi- 
enced analyst quickly grasps and correlates 
the elements of his problems, and can 
minimize the cost accordingly. 

All of the foregoing is preliminary to a 
discussion of findings and recommenda- 
tions, which will be reduced to a non- 
technical report for consideration and ac- 
tion by whomever may have authority to 
act thereon. Then follow the steps neces- 
sary to make the approved recommenda- 
tions effective, which may involve discus- 
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sions with agents or brokers, conferences 
with rating bureaus or company officials, 
meetings with the board of directors or 
company attorney, as well as instructing 
accounting staffs, department heads and 
others in reference to their part and re- 
sponsibilities in carrying out the policy re- 
quirements. 

If it should seem to you that once a 
proper program is set up and all policies 
are brought into conformity with it, there 
would then come an end to any need for 
further help, it would be clear that if 
nothing changed thereafter the perfection 
of your situation would be continuous. 
But is it your experience that you have 
ever operated for long without any 
change? Even if this would be true, the 



















insurance business is never static as the 
companies strive to adapt their contracts 
to the ever changing demands of general 
business and the grist of decisions and in. 
terpretations coming steadily from the 
courts. And the earnings of your business 
which affect business interruption insur- 
ance requirements, and the cost of con- 
struction and equipment are constantly 
changing as well as the effect of deprecia- 
tion, producing the need of frequently ad- 
justing the calculation of insurable values 
and the policies. 

A competent controller is essential to 
smooth sailing of the business over a care- 
fully charted course. A competent insur- 
ance consultant can be a helpful assistant. 


Better Data on Business Hailed 
By Treasury Secretary Snyder 


Adherence to the philosophy “that a public 
better informed in the details of business man- 
agement provides a stalwart armor for our 
system of free enterprise against those forces 
that are ever ready to attack it’ was expressed 
by Secretary of the Treasury John W. Snyder 
in addressing a gathering of 1,000 corporation 
executives at the Waldorf-Astoria, at a din- 
ner, given by “The Financial World,” mark- 
ing the presentation of its annual report 
awards. The top award, a gold “Oscar of All 
Industry,” went to the Chesapeake & Ohio 
Railway for its 1945 annual report. 

When the “complicated vast structure” of 
the business economy is examined, Mr. Snyder 
said, “we may feel that it is a wonder that the 
financial statements interpreting it are not 
more complicated than they are.” He ex- 
pressed gratification at the improvement wit- 
nessed in corporation reports in the past five 
years. Reports of many corporations, he stated, 
“have been turned into inspiring public rela- 
tions documents.” 

The Secretary reiterated policies which he 
has recently set forth: Efforts to balance the 
Federal budget “‘at the earliest possible time” ; 
attempts to achieve a substantial surplus of 
taxes over expenditures to apply to debt re- 
duction; maintenance of the present level of 
taxes for some time and the “utmost” economy 
in Government. 

A reference to the Government favoring 
continuance of interest rates on Government 
securities at “about present levels” contained 
in printed copies of Secretary Snyder's printed 
address was omitted by the Treasury head in 
his speech. President Truman, the Secretary 
continued, “earnestly supports this goal of a 
—— of the budget and a reduction in the 
debt.” 

Robert R. Young, chairman of the board 
of the Chesapeake & Ohio Railway, accepting 
the award on behalf of the C. & O., declared 
that “what we need today is a ‘truth in poli- 
tics act’ to match the ‘truth in securities act’ 
clause for clause.” 

“Wall Street, under the truth in securities 
act, is quite different from the old Wall 
Street. Business, having found that it pays to 
be honest, might well insist that Pennsyl- 
vania Avenue follow its example.” 

Mr. Young observed that “to pretend to 
seek price stability while quietly encourag- 
ing wage increases, is, to say the least, not 
being frank. Taxation, he continued, should be 
direct, “where the underprivileged can have a 
look at it.” 





“To cause them to believe that only the 
rich bear these price spiraling burdens is to 
deceive them.” 

In addition to the C. & O., which first won 
the silver award for the best of all transporta- 
tion, silver “oscars” also went to Caterpillar 
Tractor Company for the best report of all 
manufacturers, to Seattle Gas Company for best 
of all public utilities, and to National Securi- 
ties & Research Corporation for best of all f- 
nancial. Duquesne Light Company received the 
top award for the best 1945 annual report cover 
design, while Standard Oil Company (N. J.) 
won the “oscar” for the best annual report ad- 
vertisement of the year. 

The selections were made by an independent 
board of judges with Dr. Lewis Haney, profes- 
sor of economics of New York University, as 
chairman and including C. Norman Stabler, f- 
nancial editor of New York Herald-Tribune; 
Glenn Griswold, editor of Public Relations 
News; Sylvia F. Porter, financial editor of the 
New York Post; and Lester Tichy, industrial 
designer and architect. 

The presidents of some sixty corporations 
from all over the United States and Canada at- 
tended to accept bronze trophies for best-of-in- 
dustry annual reports. Bronze “oscars” for the 
best cover designs of the year also went to 
Sandard Oil Company of California (Best 
Photographic), Transcontinental & Western 
Air, Inc., Kansas City, Mo. (Best 2-Color), 
Braniff Airways, Inc., Dallas, Texas (Best 3- 
Color), and Duquesne Light Company, Pitts- 
burgh, Pa. (Best 4-Color). 

Detroit Edison Company’s 1945 annual te- 
port advertisement was judged best of the pub- 
lic utilities, with that of Consolidated Edison 
Company of N. Y., Inc., as runner-up. The 
Chesapeake & Ohio Railway Company and 
Missouri-Kansas-Texas Railroad came in first 
and second, respectively, for the awards for the 
best railroad report advertisements. Standard 
Oil Company (N. J.) won the award for the 
best industrial company annual report advertise- 
ment, followed by Borden Company, Electric 
Boat Company and Capital Airlines-PCA. 

More than 3,000 corporation annual reports 
for 1945 were considered in the initial survey 
by Financial World, with 581 statements 
qualifying for the judging for best-of-industry 
awards in, eighty industrial classifications. 
About one hundred annual report advertise- 
ments were submitted in the contest. The sut- 
vey is the largest of any since 1940, when the 
series was originated by Weston Smith, busi- 
ness editor of Financial World. 
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BROADER Gicup Hospilal... 





Continental’s Group Hospital expense tion. Many Continental features are not common 





coverage is broader than that offered under most _to all life insurance companies. Let us tell you 








group insurance plans . . . in four important ways. how you can plan a completely-integrated, com- 
This is just one example of the advantages avail- _ pletely-modern employer-employee benefit pro- 
able when you build your employer-employee — gram through the services of this one organiza- 
protection program through this leading institu- _ tion. Mail the coupon for details. No obligation. 



















i 








J. K. Dennis, Assistant Vice President 
Continental Assurance Co., 310 S. Michigan Ave., Chicago 














Send copies of your two booklets on employer-employee insurance and pension plans to: 
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: MEETINGS OF CONTROLS 












BALTIMORE 
SPECIAL MEETING 
Members of the Baltimore Control were 
entertained at their November 13 meeting in 
the offices of McCormick and Company by Mr. 
Brooke E. Furr, controller of the company 
and a member of the Baltimore Control. Pre- 
liminary announcement has been made by the 
program chairman, E. C. Grimes, that Dr. 
Howard R. Bowen, economist of Irving Trust 
Company, New York, will address the Janu- 
ary 8 meeting of the Control on “Business 
Prospects and the Tax Outlook.” 


BOSTON 
Topic: PROPERTY CONTROL 


Mr. C. H. Gleason, manager, cost control 
and analysis, Sylvania Electric Products, Inc., 
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New York, discussed ‘Management Control 
of the Purchase of Permanent Property’ before 
the Boston Control at the November 12 din- 
ner meeting, which was held at the Hotel 
Commander, Cambridge. Mr. John S. Lea- 
royd, Jr., controller of Sylvania Electric Prod- 
ucts, Salem, Massachusetts, and a member of 
The Institute, acted as chairman and discus- 
sion leader for the meeting. 


BRIDGEPORT 
Topic: BUSINESS OUTLOOK 


Mr. Howard R. Bowen, economist for the 
Irving Trust Company, New York, delivered 
an address, at the November 6 meeting of the 
Bridgeport Control, on the current business 
outlook, entitled, ‘“Today’s and Tomorrow’s 
Trends in American Business.” Mr. Bowen 
is widely known as an authority on the sub- 
ject of economics. Previous to his connection 
with the Irving Trust Company, Mr. Bowen 
served as chief economist for the Joint Con- 
gressional Committee on [Internal Revenue 
Taxation. The meeting place was the Gradu- 
ates Club, in New Haven. 


BUFFALO 
Topic: CARRY-BACKS 
“Carry-back Provision of Excess Profits Tax 
Law, and Section 102—Improper Accumula- 
tion of Surplus’ was the subject presented by 
Mr. John Sanborn, tax accountant with Perci- 
val Bixby and Company, Buffalo, at the No- 
vember 12 dinner meeting of the Buffalo Con- 
trol. The meeting took place at the Park Lane. 


CINCINNATI 
Topic: INVENTORY SITUATION 
The present national inventory situation and 
the outlook for inventory was analyzed by 
F. E. Wolfe, associate economist of Proctor 
and Gamble Company, Cincinnati, at the No- 
vember 13 meeting of the Cincinnati Control, 
held at the Netherlands Plaza Hotel. 


CLEVELAND 
Topic: OFFICE UNIONS 
Mr. N. W. Shefferman, director, industrial 
relations department, Sears, Roebuck and Com- 
pany, discussed ‘Trends and Organization of 
Office and So-Called White Collar Unions” at 
the November 12 dinner meeting of the Cleve- 
land Control, held at the Cleveland Athletic 
Club. 


DAYTON 
Topic: MERGER PROBLEMS 
Merger problems and financing of business 
mergers were discussed at the November 14 
meeting of the Dayton Control at the Van 
Cleve Hotel, by Charles E. Martin, of the 
legal department of The National Cash Reg- 
ister Company, with which he has been con- 
nected since 1933 in legal, financial and tax 

capacities. 


DETROIT 
ROUND TABLE DISCUSSION 
A round table discussion on current prob- 
lems featured the October 29 meeting of the 
Detroit Control. The meeting was open to 
members only and was held at the Hotel 
Statler. 


INDIANAPOLIS 
Topic: PUBLIC RELATIONS 
The Indianapolis Control held its October 
23 dinner meeting at the Lincoln Hotel. The 
highlight of the meeting was an address by 
Mr. Clarence Jackson, executive vice-president, 


Indiana State Chamber of Commerce, who pre- 
sented his observations on ‘Public Relations.” 


LOS ANGELES 
Topic: INSURANCE 
The October 31 meeting of the Los Angeles 
Control featured two speakers on “The Pros 
and Cons of Insuring Against Sickness and 
Accident Through the State as Against Pri- 
vate Carrier.” Mr. Charles K. Slack, General 
Petroleum Corporation, presented the case for 
state coverage and Mr. Don E. Graves, Cos- 
grove & Company, presented the case for 
coverage through private carrier. Mr. Louis 
A. Williford, a member of Controllers Insti- 
tute of America, served as chairman for the 
meeting, which was held at the Los Angeles 
Athletic Club. 


LOUISVILLE 
Topic: UNIVERSITY OF LOUISVILLE 


Mr. Fred, H. Stamm, controller and acting 
president of the University of Louisville, and 
a member of The Institute, discussed ‘Plans 
of University of Louisville for the Future” 
before the members of the Louisville Control, 
at their October 30 meeting held at the Ken- 
tucky Hotel. 


MILWAUKEE 
Topic: INTERNAL CONTROL 


“Internal Control and Internal Auditing” 
was the subject presented by Mr. H. R. Grosse, 
of Haskins & Sells, Chicago, at the October 8 
meeting of the Milwaukee Control. The meet- 
ing took place at the Hotel Schroeder. 

The. Milwaukee Control held its November 
12 meeting at the Hotel Schroeder. Mr. 
George D. Spohn, a member of the firm of 
Lecher, Michael, Spohn and Best, Milwaukee, 
discussed “Current Income Tax Problems.” 


NEW ORLEANS 
Topic: CORPORATION TAXES 


Mr. Justin V. Wolff, of the firm of Rosen, 
Kemmer, Wolff, Hopkins & Burke, spoke be- 
fore the members of the New Orleans Con- 
trol at their November 19 dinner meeting, 
held at the Roosevelt Hotel. Mr. Wolff chose 
as his subject “Corporation Taxes.” 


NEW YORK CITY 
Topic: PRICE TRENDS 
The November 14 meeting of the New York 
City Control featured two prominent speak- 
ers on the subject of price trends. Dr. H. B. 
Dorau, professor of economics in New York 
University, addressed the meeting on “Broader 
Aspects on Price Trends.”’ Dr. J. Rhoads Fos- 
ter, a consultant for regulatory commissions 
and corporations, presented his views on ‘“Tax 
Influences on Price Trends.’’ A question and 
answer period followed the two presentations. 
The meeting was held at the Hotel New 
Yorker. 


PHILADELPHIA 
Topic: INSURANCE 
Mr. Prentiss B, Reed, of New York, pre- 
sented his observations on “Valuation for In- 
surance Purposes and Property Insurance Ad- 
justments” before the November 14 dinner 
meeting of the Philadelphia Control, held at 
the Hotel Warwick. Mr. Reed is an independ- 
ent insurance adjuster and widely known in 
his field. A discussion period followed the 
speaker’s address. Mr. Holden V. Arnaiz, a 
member of the Controllers Institute, served as 
chairman for the meeting. 
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PITTSBURGH 
Topic: COLLECTIVE BARGAINING 


Mr. George T. Fonda, Weirton Steel Com- 
pany, addressed the November 18 dinner 
meeting of the Pittsburgh Control, held at 
the Duquesne Club. Mr. Fonda chose as his 
subject, “Trends in Collective Bargaining and 
Employee Relations.” 


ROCHESTER 
Topic: CORPORATE REPORTS 


Mr. Weston Smith, vice-president and busi- 
ness editor of “Financial World,” spoke be- 
fore the October 30 dinner meeting of the 
Rochester Control which was held at the Hotel 
Sheraton. Mr. Smith chose as his subject “The 
Controller’s Interest in the Public Relations 
Aspects of Corporate Reports.”” He was intro- 
duced to the meeting by Mr. Paul Haase, as- 
sistant secretary of The Institute and manag- 
ing editor of THE CONTROLLER, following a 
report of current and future plans and activi- 
ties of The Institute, and the Controllership 
Foundation, which Mr.. Haase presented. 


SEATTLE 
Topic: INDUSTRIAL RELATIONS 


Mr. W. H. Crim, certified public account- 
ant, associated with Moss, Adams and Com- 
pany, and president of the Seattle Chapter, 
Washington Society of Certified Public Ac- 
countants, spoke on “Accounting and Indus- 
trial Relations’ at the October 24 meeting 
of the Seattle Control, held at the Washing- 
ton Athletic Club. 


SEATTLE—PORTLAND 
JOINT MEETING 
At a joint meeting of the Portland and 
Seattle Controls, held under the auspices of 
the Seattle Control, in that city, on Novem- 
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ber 21, Mr. Roderic Olzendam, public rela- 
tions counsel of Tacoma, Washington, pre- 
sented an address on industrial relations, 
under the title, ““Time Out for Briefing.” Mr. 
Olzendam has had wide experience in the in- 
dustrial relations field, working with substan- 
tial firms in various parts of the United States 
and Europe. 


SPRINGFIELD 
Topic: JOB EVALUATION 


“Job Evaluation and Its Philosophy’ was 
discussed before the members of the Spring- 
field Control, at their November 19 dinner 
meeting, by Mr. Stanley L. Balmer, of Mc- 
Kinsey and Company, Boston. The meeting 
took place at the Sheraton Hotel. 


TOLEDO 
ROUND TABLE DISCUSSION 


At their November 14 meeting at the Ho- 
tel Secor, the members of the Toledo Con- 
trol engaged in a round table discussion. 
Among the subjects developed for considera- 
tion were: company catalogues and brochures; 
group insurance; cash discount allowances; 
destruction of records; and methods of report- 
ing and analyzing cost of equipment and main- 
tenance. 


WESTERN MICHIGAN 
Topic: INSURANCE TRENDS 


Mr. Fred L. Winter of Chaddock, Winter 
and Alberts, Muskegon, Michigan, spoke on 
“Current Trends in Insurance Requirements” 
at the November 13 meeting of the Western 
Michigan Control, which was held in the Cen- 
tury Club. The speaker covered the various 
phases of co-insurance, and of use and oc- 
cupancy insurance, as well as the rapidly chang- 
ing problems in connection with maintenance 
of adequate insurance coverage. 
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. Y.; Editor, Arthur R. Tucker, One E. 42nd St., New York 17, N. Y.; Managing Editor, Paul 
Haase, One E. 42nd St., New York 17, N. Y.; Business Manager, (Miss) Louise C. Knudsen, One 
E. 42nd St., New York 17, N. Y. 

2. That the owner is: (If owned by a corporation, its name and address must be stated and 
also immediately thereunder the names and addresses of stockholders owning or holding one 
per cent. or more of total amount of stock. If not owned by a corporation, the names and 
addresses of the individual owners must be given. If owned by a firm, company, or other 
unincorporated concern, its name and address, as well as those of each individual member, 
must be given.) 

Controllers Institute of America, Inc., One E. 42nd St., New York 17, N. Y. No stock or bond hold- 
ers. Membership corporation, without capital stock. 

3. That the known bondholders, mortgagees, and other security holders owning or holding 1 
per cent. or more of total amount of bonds, mortgages, or other securities are: (If there are 
none, so state.) None. 

4. That the two paragraphs next above, giving the names of the owners, stockholders, and 
security holders, if any, contain not only the list of stockholders and security holders as they 
appear upon the books of the company but also, in cases where the stockholder or security holder 
appears upon the books of the company as trustee or in any other fiduciary relation, the name 
of the person or corporation for whom such trustee is acting, is given; also that the said two 
paragraphs contain statements embracing affiant’s full knowledge and belief as to the circum- 
stances and conditions under which stockholders and security holders who do not appear upon 
the books of the company as trustees, hold stock and securities in a capacity other than that of a 
bonafide owner; and this affiant kas no reason to believe that any other person, association, or 
corporation has any interest direct or indirect in the said stock, bonds, or other securities than 
as so stated by him. 

5. That the average number of copies of each issue of this publication sold or distributed, 
through the mails or otherwise, to paid subscribers during the twelve months preceding the date 
shown above is 5,000. (This information is required from daily publications only.) 


ARTHUR R. TUCKER, Editor. 

Sworn to and subscribed before me this 21st day of October, 1946. 
RANGHILD E. CARLSON, Notary Public 
Bx. Co. Clk’s No. 129, Reg. No. 129-C-8 
N. Y. Co. Clk’s No. 570, Reg. No.364-C- 
(My commission expires March 30, 1948) 
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INSTITUTE ACTIVITIES 








Institute Names C. C. Hull Educational 
Director, and Assistant Secretary 


Charles Cornelius Hull, who has just been 
appointed educational director and assistant 
secretary of the Controllers Institute of Amer- 
ica, comes from the New York Chapter of 
the American Institute of Banking, the: edu- 
cational division of the American Bankers 
Association. There for the past eight years, 
as executive secretary, he directed an organi- 
zation of more than four thousand members. 
This included the preparation of the budget, 
the publishing of the house organ and the 
guidance of all committee activities. Because 
of his work he naturally has a wide acquaint- 
ance among bankers and educators, not only 
in the metropolitan area but also in many sec- 
tions of the country. 





Charles Cornelius Hull 


While connected with the A.I.B., he has 
been giving courses in Business English at 
New York University, where he was first ap- 
pointed on the faculty in 1921, three years 
after receiving his degree. 

The son of a physician, Mr. Hull was born 
in Brooklyn in 1897. A graduate of Boys’ High 
School and of New York University School 
of Commerce, Accounts and Finance, he served 
for a year and one half as an ensign in the 
supply corps of the United States Naval Re- 
serve Force with the Cruiser and Transport 
Fleet in World War I. Then he associated 
himself with the Alexander Hamilton Insti- 
tute, where he became assistant to the sales 








Year 15 | 


Members of the Controllers Insti- 
tute of America, which gave due ob- 
servance to its fifteenth anniversary 
at its 1946 Annual Meeting recently, 
will note with pleasure and pride 
these two dates during this month: 


Dec. 29, 1931—Organization Date 


Dec. 31, 1931—Incorporation Date | 














manager and later economist. Subsequently he 
went into the investment counsel business, and 
was appointed manager of the bond depart- 
ment of a New York Stock Exchange house. 
Later he became assistant to the publisher of 
“The Magazine of Wall Street.” 

Mr. Hull is married, has one son in the 
College of William and Mary, and lives in 
Brooklyn, where he has taken an active in- 
terest in civic affairs. For more than eight 
years Mr. Hull was president and member of 
the board of directors of the Brooklyn Kinder- 
garten Society, one of the largest philanthropic 
organizations of the greater city. He is also 
a member of the board of directors of the 
American Beverage Corporation, the New 
York Financial Advertisers’ Association, and 
Alpha Kappa Psi fraternity. 

“Mr Hull will serve as educational director 
a..d will, as an assistant secretary of The Insti- 
tute, be in charge of the work of several other 
committees, including the Committee on Tech- 
nical Information and Research and the Com- 
mittee on Social Security,” said Arthur R. 
Tucker, managing director of The Institute, in 
announcing the appointment of Mr. Hull. 

“Dr. E. B. Logan, a member of The In- 
stitute, who at considerable personal sacrifice 
laid the groundwork for the expanded pro- 
gram of the Committee on Education, and 
supervised the preparation of a series of bul- 
letins which were published in the early part 
of 1946, gave new impetus to the work. He 
was able to devote but a small portion of his 
time to the task, and it soon became apparent 
that arrangements would have to be made by 
The Institute for an Educational Director to 
devote a large portion of his time to this 
work. 

“The Committee on Education, at a recent 
meeting, made plans to pick up the work and 
program which had been devised by Dr. Lo- 
gan, to whom the thanks of The Institute is 
ue. 


Southern Controllers Parley 


in January in Houston 


Expansion of the annual joint meeting of 
the Houston and Dallas Controls, held each 
January for the past two years, is planned 
for the next conference which will be held in 
Houston on January 28, 1947. The members 
of the New Orleans Control of The Institute 
have been invited to participate. 

Program details are now being developed 
cooperatively by the participating Controls, 
with expectations that the agenda will include 
an afternon session, together with addresses, 
following a special dinner. As in the past a 
representative from National Headquarters of 
The Institute has been invited to participate 
in the program. 


Six Controls Are Approaching 
Tenth Anniversary Dates 


Six local Controls of the Controllers Insti- 
tute of America will be observing the tenth 
anniversary of their formation in 1947. The 
Controls and their organization dates follow: 


District of Columbia March 31, 1937 


Rochester April 30, 1937 
Milwaukee April 30, 1937 
Bridgeport June 30, 1937 
Buffalo December 30, 1937 


Syracuse December 30, 1937 




















Dallas Control’s Meetings 
“Ride the Circuit’ 


An innovation in program arrange- 
ment was undertaken this year by the 
Dallas Control of The Institute, when 
it scheduled its October meeting in 
Fort Worth, in which city it is repre- 
sented with several members, and 
then followed in November with its 
monthly meeting in Shreveport, Lou- 
isiana, where it likewise has member- 
ship representation. At the latter meet- 
ing, Mr. R. E. Hull, controller of 
the United Gas Pipe Line Company, 
of Shreveport, was the principal 
speaker, his subject being “Internal 
Auditing.” 

In addition, the Dallas Control has 
joined, for the past two years, with 
the Houston Control in a joint meet- 
ing, held alternately in Dallas and 
Houston. The next gathering is sched- 
uled for January 28, 1947, at Hous- 
ton, and is being developed under the 
sponsorship of the Houston Control 
as a Southern Conference of Control- 
lers, including the New Orleans, as 
well'as the Dallas and Houston Con- 
trol members of The Institute. 














Excess Profits Tax Council 
Plans To Cut Tax Cases 


The recently established Excess Profits Tax 
Council expects to function in such a manner 
as to reduce needless Tax Court litigation by 
settling cases under its own procedure, Peter 
Guy Evans, a member of the Council, said at 
the November 26 dinner meeting of the Dis- 
trict of Columbia Control of the Controllers 
Institute of America. Mr. Evans is a member 
of The Institute. 

The Council, consisting of fifteen highly 
qualified attorneys, accountants, and econo- 
mists, is entrusted with the gigantic task of 
reviewing the countless issues contained in 
over 40,000 claims already filed by 18,000 
taxpayers, stated Mr. Evans. With claims yet 
to be filed, he predicted that their total may 
reach 60,000 or perhaps, even 75,000. As an 
administrative and technical body, the Council 
has full authority to interpret the law, to rec- 
ommend changes, and to establish its own 
rules and procedures, Mr. Evans declared. He 
pointed out that local revenue agents with 
highly specialized experience, qualified back- 
ground and training in excess profits tax re- 
lief cases will play an important role in the 
settlement of these claims. The Council hopes 
to promote good relations and better under- 
standing between the taxpayers and the agents, 
he asserted. 

It is the Council’s earnest hope to attain 
as close an approximation as is possible to 
the Congressional intent on enacting the spe- 
cial tax relief provisions. Claims are now 
being processed and refunds will be made to 
claimants with meritorious and qualifying tax 
relief cases, he added. The Council will not, 
Mr. Evans warned, consider poorly prepared 
cases. However, taxpayers will be given an 
opportunity to correct and complete claims al- 
ready filed in rough and skeleton form. 
Groundless claims, he urged, should be with- 
drawn in order to devote time and effort to 
the meritorious and qualifying claims. 

Procedure is provided for taxpayer's ap- 
pearance before the Council where a field agree- 
ment cannot be reached. This is the last step 
in the consideration of claims within the Bu- 
reau of Internal Revenue, he advised. Of course, 
where a corporation doesn’t agree with Coun- 
cil’s decision, it still can take its case to the 
Tax Court. The Council will make every effort 
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to settle claims on reasonable grounds, so as 
to avoid unnecessary time-consuming litiga- 
tion, he stated. 

Mr. Evans urged all taxpayers to reconsider 
their claims and to recheck the amounts of re- 
lief claimed. Where a claim is unreasonable or 
inflated, it should be adjusted accordingly. Tax- 
payers want the Council to be both reasonable 
and liberal. The Council is asking the field 
committees to cooperate. “We ask you to be 
reasonable and to continue your fine and sin- 
cere cooperation,” he concluded. 


Political Facts 


In the year that has passed since a group of 
very scared American scientists pulled the 
trigger on the first atomic bomb in a New 
Mexico desert named the Valley of the Journey 
of Death, the political facts have arranged 
themselves in a pattern like this: 

The United States is still the only country 
so far as we know that has ever made an 
atomic bomb. 

The United States is still the only country 
that has ever used the atomic bomb in war. 

The United States so far as we know is the 
only country that is making and stock-piling 
the atomic bomb. 

The United States is willing to surrender its 
knowledge, its stock pile of bombs, and all of 
its dangerous activities to international con- 
trol, provided the bomb can be outlawed as a 
weapon by a plan under which a faith break- 
ing nation would be liable to immediate de- 
struction. - 

In all history it has not happened before 
that a nation in possession of the absolute 
weapon has offered to give it up on any terms. 
Thus, what now is the crucial political prob- 
lem of the world, namely, how to control 
atomic energy by agreement among the na- 
tions, has its origin in the nature of the 


American people. If the bomb were in the 
hands of an aggressor people there would be 
no such problem as this. 


From “Symbol of Annihilation’ in “American 
Affairs.” 


H. D. Greeley Honored at 
Testimonial Dinner 


A testimonial dinner, given in honor of 
Harold Dudley Greeley, who was recently 
appointed to the Excess Profits Tax Coun- 
cil, was held in New York City on No- 
vember 12, under the auspices of the 
Federal Tax Forum. Among those in at- 
tendance were Daniel J. Hennessy, presi- 
dent of the Controllership Foundation, 
Inc., and Arthur R. Tucker, managing di- 
rector of the Controllers Institute of 
America. Among the tributes paid to Mr. 
Greeley was one by the Honorable Vin- 
cent R. Impellitteri, president of the City 
Council of the City of New York, who re- 
ferred to the fact that Mr. Greeley had 
been of assistance to him in the early 20's 
when he was a young lawyer, and that Mr. 
Greeley and he had worked on matters 
concerning their legal fraternity, Gamma 
Eta Gamma. 

Mr. Greeley, responding to the tributes 
at the dinner, discussed the role of the Ex- 
cess Profits Tax Council and pointed out 
that the members of the Council are diver- 
sified in their business and professional 
experience and educational training, as 
well as in the matter of geographical loca- 
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tion, before joining the Council. Continu- 
ing, Mr. Greeley said: 

“While the Council can bind the Treas- 
uty in an agreement with a taxpayer, it, of 
course, cannot bind the taxpayer who may, 
if he chooses, litigate in The Tax Court. It 
is practically certain that The Tax Court 
decisions, from which no appeal can be 
taken, in the next year or so will definitely 
fix the law on a number of questions now 
border-line. 

“Most of our difficulties in taxation are 
due, I believe, to the desire on the part of 
the Government to seek equality in taxa- 
tion. In an economy as complex as ours, 
equality can never be attained and at- 
tempts to attain equality lead to exceptions 
to general rules and then exceptions to ex- 
ceptions almost without limit. The burden 
upon large taxpayers is by no means con- 
fined to the amount of the tax but it in- 
cludes the cost and effort required to pre- 
pare the returns and to settle the inevitable 
disputes.” 


* * * 


You will find that those who in the 
name of progress favor relieving the 
States, the small units of government, and 
the individual of the necessity to do the 
things—difficult things—which are within 
their capacity, instead of being progres- 
sives are reactionaries of the rankest type. 
They presume to be wiser than God.-— 
Hatton W. Sumners. 








Gind the 


stantial savings. 





HIDDEN PROFITS 
in Your Business! 


* Insurance has, in the last few years, become so complicated that many cor- 
porations are finding it advisable to have outside audits made of their insur- 
ance. Such an audit, made by a concern not trying to sell you insurance, but 


rather offering a comprehensive study of your coverage, should result in sub- 


HERBERT L. JAMISON & CO. 


ONE ELEVEN FULTON STREET, NEW YORK CITY 


REctor 2-2460 


INSURANCE SURVEYS AND AUDITS 


Blue Booklet on Request 
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| NEW MEMBERS ELECTED 








At a meeting of the National Executive JOHN J. FALDRON 


Committee held November 20, 1946, the ap- 
plicants named below were elected to active 
membership in The Institute: 


THoMas L. COLGAN 
Triangle Publications, Inc., Philadelphia. 


Jor B. Coox 
Woodley Petroleum Company, Houston, 
Texas. 


Doucias C. CouPE 
Sibley, Lindsay & Curr Company, Rochester, 
New York. 

Harotp A. DowNING 
Industrial Steels, Inc., Cambridge, Massa- 
chusetts. 

WiLtiAM T. HuGHES 
Rapinwax Paper Company, 
Minnesota. 

ERNEST J. JOHNSON 
Plastic Manufacturers, Inc., Stamford, Con- 
necticut. 

Norton McGIFFIN, Jr. 

Harris-Seybold Company, Dayton, Ohio. 

WILLIAM ORANGE 
Ideal Novelty & Toy Company, Jamaica, 
Long Island, New York. 

C. W. RETNAUER 
Ogden Corporation, 33 Pine Street, New 
York City. 

GLENN E. RoBE 
The Fostoria Screw Company, 
Ohio. 

Emnar W. SUNDBERG 
Rockwood Sprinkler Company of Massa- 
chusetts, Worcester, Massachusetts. 

E. Exior SwANBERG 
G. F. Wright Steel & Wire Company, 
Worcester, Massachusetts. 


Minneapolis, 


Fostoria, 





Election of the 15 new 
members named above 
brings the membership 
of ‘The Institute to 

2,888 











A report in Domestic Commerce, a 
publication issued by the U. S. Depart- 
ment of Commerce, states that during the 
past 10 years approximately 15 organiza- 
tions have been formed with the hope 
of becoming recognized as the “national 
voice’ of small business. 





YOUR ANNUAL REPORT 


graphically portrayed, tells a story 
readers will not overlook. 


For a complete statistical and 
graphic presentation service, call 


CHART-FACTS 
154 Nassau St. New York 7, N. Y. 
Worth 2-0580 


Illustrated Brochure on Request—No 
Obligation 


Out-of-town inquiries invited 











Jacob Ruppert Brewery, New York City. 
E. L. WALTERS 

Ansco Division of General Aniline & Film 

Corporation, Binghamton, New York. 
GEORGE L. WILLIAMS 

Shawnee Pottery Company, Zanesville, Ohio. 


Mirage of the Huge Backlog 


Basically, the word inflation means an in- 
crease, and in economic usage it generally sig- 
nifies a sharp increase with reference to other 
economic factors. There are as many kinds of 
inflation as there are things. Thus, there can 
be goods inflation, credit inflation, wage infla- 
tion, price inflation, etc. Amy of these may be 
very serious (even disastrous) to the economic 
well-being of a country. But, since most peo- 
ple mean price inflation when they use the 
word inflation,—that is, as meaning a very sharp 
and economically undesirable increase in prices 
of commodities and services. Furthermore, 
the spiral of prices and a wild, unreasoning 
scramble for goods characterize real honest-to- 
goodness price inflation. As everyone knows, 
it is one of the greatest economic catastrophes 
which can befall a nation. So, when an econ- 
omist uses the term inflation, he should mean 
something serious—not just a five or ten per 
cent. increase in prices. In recent years there 
has been so much self-serving, loose talk about 
inflation that the idea has become common- 
place instead of striking the terror which it 
should. 
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The world’s outstanding example of genuine 
inflation is what happened in Germany in the 
early Twenties. The awful tragedy of such 
inflation is graphically demonstrated by the 
following fact: The 19,000,000,000 marks in 
all the German savings banks—worth at par 
of exchange $4,500,000,000—dropped at the 
height of inflation to a value of one fourth of 
one cent! 

Our economic dilemma is that we want 
many things and we have the liquid purchas- 
ing power to pay for them, but the supply of 
goods is not as large as the demand. Any one 
of the following developments can solve our 
problem and avert wild inflation: 


1. Decrease in demand; 

2. Decision to hold rather than spend liquid 
funds; 

3. Increase in supply of goods. 


But, beyond question, the foundation now 
exists for a rapid expansion of our economic 
activity accompanied by increased productivity 
and a higher standard of living. Prerequisites 
to a continuation of our economic program are: 
Better planning on the part of business; a 
drastic modification of the attitude of labor; 
and careful planning by the government to ad- 
just its own economic activities to the busi- 
ness cycle, 

Finally, our system of private enterprise can 
and must solve its problems. Any other sys- 
tem inevitably leads to the destruction of dem- 
ocratic institutions and the loss of individual 
liberty. Prof. Raymond Rodgers in “American 
Affairs.” 

* * * 


Twenty-nine states have laws allowing cities 
to promote their area for industry and direct 


advertising of their attractions, reports Printers’ 
Ink magazine. 


Leadership and What It Takes 


Excerpts from an address by Ralph Lee of the 
Employee Cooperation Staff of the General 
Motors Corporation, Detroit. Presented at the 
Fifteenth Annual Meeting of the Controllers 
Institute of America. 


To my way of thinking, the difference be- 
tween a supervisor who tries to do the job him- 
self with the help of his employees and the 
supervisor who helped his employees do the 
jobs themselves is the biggest single difference 
between a poor supervisor and a good supervi- 
sor. One is the old fashioned bull-of-the-woods 
boss, and the other is the modern industrial 
executive and supervisor. 

The job we have undertaken cannot be done 
with a handful of experts—no matter how bril- 
liant or experienced they are or how much help 
is given them. The job is going to be done by 
the majority of our employees, regardless of 





TIMELY FIGURES! 


Send your inventory and other emergency 
computations to a skilled organization of 
public calculators. Dependable results. 


ATLAS CALCULATING SERVICE 
25 E. Jackson Bivd. Chicago, Ill. 





their past experience. From now on, our prog- 
ress as foreman and supervisors will depend 
solely upon our ability to work through them 
as their leaders. 

No one will follow another just because that 
person wants to get himself ahead, for leader- 
ship is an elective office in every sense of the 
word. The superintendent or manager does not 
promote us—he simply counts the votes cast by 
the followers who are convinced that they will 
be able to do more for themselves through 
their jobs by following the leaders than they 
can by doing it alone or following some other 
leader. 

If an individual who cannot get the votes of 
those who follow is placed in a position which 
calls for leadership, all the authority manage- 
ment can give him cannot force his people to 
follow him. He might try to drive them or, 
through fear of losing their jobs, bulldoze 
them for awhile into doing a poor half of what 
they are really capable of doing, but he cannot 
get their best or anything near it. The best can 
only be secured through leadership. 


TRAITS IN COMMON TO LEADERS 


My pet hobby is collecting leaders who I am 
convinced are outstanding. I have studied them 
carefully with the object of discovering traits 
and characteristics common to them all. Here 





H. CHARLES KWASHA 
Consulting Actuary 


Employee “Pension “Plans 
50 Broad St. New York 4, N. Y. 











APPRAISALS 


Made by qualified experts in all lines 
STANDARD APPRAISAL COMPANY 
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are some of the things which I have dis- 
covered: 


1. All of my leaders seem to be so com- 
pletely wrapped up in their jobs they can’t 
spare the time to worry about the jobs they 
might get or other people who seemed to be 
getting ahead faster than they. 

2. All my leaders seem to have found in 
their work not only a means of earning their 
living but a reason for living. 

3. Most of my leaders have hides as thick as 
a rhinoceros as far as their own personal pride 
is concerned, but extremely sensitive to the 
pride of others and always on guard against 
hurting others needlessly. 

4. Most of my leaders instinctively listen 
more than they talk and talk only when they 
have something worth while and appropriate to 
say. When they listen they automatically sift 
out of the words they hear the nubbin of what 
the other fellow has on his mind. When they 
talk they use words the other fellow can under- 
stand, and no more than necessary. 

5. Having faith in the ability of their work 
to speak for itself, they are not afraid of their 
jobs or anyone who threatens their jobs. This 
being the case, they are free from self con- 
sciousness at all times and always themselves 
in any group whether top executives or the 
boys on the job. 

6. Most of my leaders are not naturally in- 
clined to invent, become authors, create new 
systems or to demonstrate their own personal 
talents or accomplishments publicly. Neither do 
they spend much time selling themselves. 

7. With confidence in their work to speak 
for itself, but without arrogance and free from 
fear or awe of other people, they are in an un- 
biased position to recognize and evaluate the 
ability of others, encourage its development and 
to employ it to the best possible advantage of 
all concerned. 

8. Free from fear for self, noncompetitive 
toward others, and fair in their appraisal of 
others, my leaders win the confidence and re- 
spect of others who willingly accept them as 
referees, judges and counselors. 

9. All of my leaders control their temper to 
a marked degree, do not give way to uncon- 
trolled enthusiasm or despair, but move from 
_ to day, from week to week, on an even 
eel. 

10. All of my leaders, and I believe without 
exception, will not permit themselves to be 
bogged down with a multitude of unimportant 
details which cloud the main issue. They are 
naturally inclined to brush aside detail, with a 
nose for the key log in a jam. While they are 
patient with those who cannot see beyond de- 
tail, they will not permit these people to inter- 
fere with the removal of the key log. 

11. All of my leaders have a highly devel- 
oped sense of feeling the lay of the land before 
they have facts to prove it. While respectful of 
facts and logic, they are able to read between 
the lines of these facts and anticipate the an- 
swer to a problem before it is available. In 
other words, my leaders all are logical but 
check their logic and that of others with their 
hunch or feeling toward the matter. (The in- 
tuition is sometimes called horse sense—that 
quality which, if possessed by one of two 
equally informed, makes the one a ‘successful 
leader and the other questionable.) 

12. Most of my leaders have the faculty of 
gaining confidence without having crushes on 
different individuals. Without personal en- 
tanglements of intimacies and the obligations 
they impose, most of my leaders are in a posi- 
tion to deal fairly, squarely and impartially 
with their followers on the basis of individual 
merit. 

13. Most of my leaders are incapable of in- 
tense hatred, grudges or bitter quarrels, and are 
not conscious of having enemies. 

14. All of my leaders give many ‘more sug- 
gestions than orders. 
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Your Company, 


Its Stockholders 


and the 


New York Capital Market 


One of the most important factors in making the 
shares of a corporation attractive to investors is 
a market for the stock in New York—by far the 
broadest market for securities in the United States. 


The advantages of such a market for a company’s 
securities are enumerated in a comprehensive 
booklet prepared by this Company. In addition, 
the booklet describes the advantages afforded by 
transfer or co-transfer facilities in New York and 
how these facilities serve both corporations and 
their stockholders. 


The booklet, Your Company, Its Stock- 
holders, and the New York Capital Market, 


is available to executives on request. 


Guaranty Trust Company 
of New York 


Capital Funds, $319,000,000 


140 Broadway 
New York 15 


Fifth Ave. at 44th St. Madison Ave. at 60th St. 


New York 18 New York 21 
40 Rockefeller Plaza 
New York 20 
LONDON PARIS BRUSSELS 
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The following index of articles and other materials which have been presented in the columns of THE CONTROLLER in the twelve issues pub- 
lished during 1946 is presented with the thought that it will facilitate reference and make the material quickly available for study. 


Accounting: 
Ethics of public (editorial), Oct. 546 
For fully amortized emergency facilities, 
controller’s views on, Apr. 202 
Income tax vs. cost, Shanahan, May 261 
Manuals, preparation and maintenance, 
Stevens, Mar. 143. 
Responsibility, Knott, Aug. 436 
Technical papers published, June 363 
Training, company-supervised (editorial), 
July 378 
Administration of unemployment compensa- 
tion, July 410 
Advisory Committee on Government Question- 
naires, to aid on census of manufacturers, 
Aug. 460 
Air development, peacetime, insufficient for 
security, Apr. 209 
Aldrich, Winthrop W., inflation control pro- 
posals advanced by, June 368 
Annual reports, see Reports, annual 
Appraisal of fixed assets, Burnell, Feb. 72 
Assets: 
Fixed, appraisal of, Burnell, Feb. 72 
Hidden, Feb. 76 
Atomic energy, international control of, Barn- 
ard, Nov. 608 
Attacks on industry, meeting new, Irwin, June 
338 


Auditing: 
Internal: 
Internal control and, Peloubet and Brink, 
May 248, 249 


Review of, Cunningham, Sept. 491 
Objectives, internal, Grubb, Feb. 92 
Authority of the controller, Bailey, Feb. 85 


Bankers view the controller, Persons and Jer- 
ome, Sept. 508 
Banks, nationalization trend a prelude to so- 
cialism, ‘May 294 
Book reviews: 
Advanced accounting problems, Kohler, Jan. 
48 
Allocation of income in state taxation, Alt- 
man and Keesling, Oct. 588 
Bank liquidity and the war, Whittlesey, 
Mar. 170 
Bogey of economic maturity, the, Terborgh, 
June 364 
Burden of British taxation, Shirras and Ros- 
tas, Oct. 588 
Century of American life insurance, Clough, 
July 416 
Collective bargaining, Smith, Sept. 524 
Contemporary accounting, Leland, ed., May 
286 
Corporate cash balances, 1914-1943, Lutz, 
Mar. 170 
Credit manual of commercial laws, 1946 
ed., Feb. 112 
Effect of federal taxes on growing enter- 
prises, Butters and Linter, Feb. 112 
Embezzlement and internal control, Keller, 
June 364 
For this we fought, Chase, Dec. 696 
Helping disabled veterans, May 286 
International trade and domestic employ- 
ment, Hoover, July 416 
Labor policy of the federal government, 
Metz, Sept. 524 
Measuring business cycles, Burns and Mit- 
chell, Dec. 696 
Occupational information, 
524 


Shartle, Sept. 





SUBJECT AND TITLE INDEX 


Outline for a community industrial develop- 
ment program, Field, Apr. 228 

Pattern of corporate finance structure, Chud- 
son, Mar. 170 

Planning for jobs, Fitch and Taylor, eds., 
Sept. 526 

Proceedings of the Fourth Annual Institute 
On Federal Taxation, June 364 

Professional ethics of public accounting, 
Carey, Sept. 526 

Reading in the theory of income distribu- 
tion, Nov. 638 

Regulation of the security markets, Atkins, 
Edwards, Moulton, Nov. 634 

Sales taxes and other exercises, Blakey and 
Blakey, July 416 

Social framework of the American economy, 
Hicks and Hart, Aug. 468 

Studies in income and wealth, Oct. 588 

Tax program for a solvent America, Comm. 
on Postwar Tax Policy, Apr. 226 

“Ten per cent’ fallacy, the, Taylor, May 
286 

Tomorrow’s trade, Chase, May 286 

Trends in collective bargaining, Williamson 
and Harris, Sept. 524 

Veteran law manual, 2nd ed., May 286 

War: Fifth year, the, McInnis, Mar. 172 

War contract claims, Graske, Jan. 48 

World politics faces economics, Lasswell, 
Aug. 468 


British loan, proposed, explained, May 262 
Budgets: 


Balance or suffer, May 272 

Budgeting, McAnly, June 326 

Budgeting during changing price levels, 
Klein, Dec. 667 

Case study in preparation and use of, Wes- 
ton, Jan. 13 

Congressional committee reports advocate 
balanced, June 362 

Federal recommendations total, June 332 

Government corporation, first shows loss, 
Aug. 438 

Operating, management’s use and applica- 
tion of, Bartizal, Sept. 488 


Budgetary and financial planning as related to 


controller’s office, Rager, July 395 


Bureau of the Census, more questionnaires? 


(editorial), Jan. 7 


Business: 


Aspects of carry-overs and carry-backs, Four- 
nier, July 382 
In 1947—up or down? Upgren, Dec. 671 


Cancer, factory clinic detects, Jan. 64 
Capital: 


Assets definition upheld by tax court, Sept. 
538 

Corporate, reaches new high, SEC reports, 
Mar. 140 

Gain: 
Exclusive license royalties taxed as, Pe- 

ters, June 517 

Is income? July 423 


Carry-backs: 


Carry-overs and, business aspects of, Four- 
nier, July 382 

Closed tax year openings limited to, July 
418 

Unused excess profits credits and, July 418 


Cash payments to employees vs. check pay- 


ments, Montellaro, Feb. 124 


Check payments to employees vs. cash pay- 


ments, Montellaro, Feb. 124 


Company policy, plan for, Strackbein, Apr. 


199 


Congress, proposals for stronger, May 299 
Consumer demand reduced by diversion, Apr. 


209 


Contract termination, war record defended, 


Nov. 630 


Contracts, labor, negotiating, Burns, Nov. 616, 
Control: 


Cost, cost reduction through, Nelligan, June 
314 

Everything is under, Parkinson, Dec. 674 

Government corporations now under (edi- 
torial), Jan. 7 

Inflation, proposals advanced by Aldrich, 
June 368 

Internal, internal auditing and, Peloubet and 
Brink, May 248, 249 

International, of atomic energy, Barnard, 
Nov. 608 

Is civilization; is government (editorial), 
Nov. 603 

Management, postwar model, Bunge, Sept. 


Market research as instrument of, Dempsey, 
Oct. 554 

Price, trying to make work (editorial), 
Mar. 134 

Production, establishing, Miller, Sept. 496 

Profits, stubborn policy (editorial), Mar. 
135 

Statistical, management through, Lieberman, 
Jan. 30 


Controllers: 
Authority (editorial), Mar. 135 


Budgetary and financial planning as related 
to, Rager, July 395 

Comes of age, Dyer, July 386 

Corporate, functions of, Minor, Oct. 561 

Functions, should be prepared to perform, 
Freeman, Feb. 90 

Help management see business “inside out,” 
June 337 

His authority, Bailey, Feb. 85 

Industrial engineering as aid to, Thurston, 
Feb. 79 

Interest in public trends, Robinson, Dec. 684 

Management expects what from, Cosgrove, 
Mar. 141 

Management views on place of, in business 
organization, June 336 

May help preserve free enterprise system, 
MacDonald, Sept. (anniversary section) 

Pacific parley scores, Werschkull, July 401 

Personal notes about, Jan. 50, Feb. 108, 
Mar. 174, Apr. 232, May 290, June 360, 
Aug. 470, Sept. 532, Oct. 590, Nov. 640, 
Dec. 702 

Place in programmed management, Acker- 
man,~July 402 

Production man, a (editorial), June 307 

Professional, another (editorial), June 306 

Promoted (editorial), Apr. 191 

Provide corporations powerful guiding 
hand, Shumberger, Sept. (anniversary sec- 
tion) 

Range of duties depends on qualifications, 
June 342 

Recommendations on surplus disposal re- 
flected in federal action, Feb. 83 

Report, to inspire confidence (editorial), 
Mar. 135 

Should be a thinker, Davis, June 336 

Signature, re, Jan. 19 

Stake in item identification, Simmons, Aug. 
445 
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Two bankers view the controller, Persons 
and Jerome, Sept. 508 

Views on accounting for fully amortized 
emergency facilities, Apr. 202 

“Vigilant watch dog” of performance rec- 
ord, June 337 

What management expects of, Jan. 34 

Activities, Jan. 52, Feb. 122, Mar. 166, May 
296, June 366, July 426, Aug. 474, Nov. 
644, Dec. 708 

Anniversary (editorial), Sept. 486 

Annual meeting, 15th anniversary, Aug. 454 

Tops all previous marks, Haase, Oct. 565 

Brewer's masterful handling of finances pre- 
served organization, Carr, Sept. (anniver- 
sary section) 

Can help disseminate economic facts, Elliott, 
Sept. (anniversary section) 

Eastern Conference :scores outstanding suc- 
cess, Haase, May 267 

Educational program advanced, Perry, Feb. 
96 

Fifteenth anniversary (editorial), Feb. 71 

= anniversary section, Sept. 510 (fac- 
ing 

Five years of contributions to conduct of 
American businé$s, Sept. (anniversary sec- 
tion) 

Flowers to the living, Smith, Sept. (anni- 
versaty section) 

Future accomplishments should be of tre- 
mendous value, Lindahl, Sept. (anniver- 
sary section) 

Future leaders should be inspired by early 
record of accomplishment, Perry, Sept. 
(anniversary section) 

Has opportunity to give strong leadership 
and service to business, Donaldson, Sept. 
(anniversary section) 

Lived through fantastic years and continued 
to grow, Durkee, Sept. (anniversary sec- 
tion) 

Marks its accomplishments, Tucker, Sept. 
510 (facing) 

Membership, steady growth of, Kelley, Sept. 
(anniversary section) 

Must continue to be alert to changing condi- 
tions, Carr, Sept. (anniversary section) 
National committee chairmen named, Oct. 

592 

New members elected, Jan. 64, Mar. 184, 
May 300, 372; Aug. 480, Oct. 596, Nov. 
650, Dec. 710 

Officers and directors, Apr. 224, June 364, 
July 428, Oct. 564 

Pacific Coast Conference, 5th, announced, 
May 271 

Present ranking of 50 earliest members, 
Sept. (anniversary section). 

Releases special tax bulletin, May 278 

Service to members emphasized as principal 
activity, McConnell, Sept. (anniversary 
section ) 

Year Book characterized as stimulating, 
July 424 

As the years turned in, Jan. 58 

Dates back to Herodotus, Jackson (letters), 
June 344 

Education for, McNeill, May 265 

Effectiveness as business tool widely recog- 
nized, McCobb, Sept. (anniversary sec- 
tion) 

Faces unparalleled opportunities in year 
ahead, MacDonald, Oct. 562 

February’s problems through eleven busy 
years, Feb. 126 

Forward march of, Mar. 180 

Inspiring picture of years to come in field 
of, Hennessy, Sept. (anniversary section) 

Is not a passive function, Comer, June 336 

Research, impetus to (editorial), Nov. 602 

Scanning the scene, Jan. 32, Feb. 97, Mar. 
154, Apr. 210, May 270, June 334, July 
398, Aug. 452, Sept. 506, Oct. 568, Nov. 
624, Dec. 684 

Sound, will help solve many postwar prob- 
lems, Naylor, Sept. (anniversary section) 

Begins operation (editorial), Aug. 435 
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Contributions held deductible for tax pur- 
poses, Oct. 586 
Founding will further expand Institute’s 
prestige, Urguhart, Sept. (anniversary 
section ) 
Initiates its first survey, Tucker, Aug. 456 
Names research director, Hennessy, Nov. 
618 
Progress report, Jan. 40 
Public opinion study under way for, Sept. 
505 
Controls: 
Activities, May 292 
Chicago, stages special meeting on control- 
lership, Apr. 220 
Los Angeles observes tenth anniversary, 
June 366 
Meetings of, Jan. 56, Feb. 118, Mar. 176, 
Apr. 234, May 298, June 370, July 427, 
Oct. 594, Nov. 646, Dec. 706 
Officers and directors elected for 1946-1947, 
Aug. 476 
Presidents, newly elected, Sept, 534 
Corporations, controller’s functions, Minor, 
Oct. 561 
Cost of living statistics, inquiry about (edito- 
rial), Apr. 190 
Cost statements, overhead distribution and 
presentation of, Gessner, Oct. 558 
Costs: 
Accounting vs. income tax accounting, 
Shanahan, May 261 
Chargeable to inventory (editorial), Jan. 6 
Distribution, and research for postwar op- 
erations, Atwood, Mar.. 138 
Reduction through cost control, Nelligan, 
June 314 
Salesmen’s travel, surveyed, Sept. 510 
Courts, industrial, more urged, July 422 
Credit inflation, low interest rates causing 
vast, June 368 
Credits: 
Tax, carry-back, in quarterly reports (edi- 
torial), May 246 
Unused excess profits, carry-backs and, July 
418 
Currency protection, Ruml on (editorial), Feb. 
71 


Current financial conditions, Wendin, Nov. 
610 


Debt, federal: 
Interest on, Aug. 462 
Record depicted over years, July 397 
Department stores: 
As tax collectors, Feb. 128 
1944 results analyzed, Jan. 46 
Depression hit high and low incomes, Aug. 
472 
Directors’ role, corporate, studied as trustees 
and administrators, Feb. 94 
Distribution costs and research for postwar 
operations, Atwood, Mar. 138 
Earnings: 
Corporate, 1946, to improve, Oct. 557 
Retained, progress from, Apr. 230 
Economic conditions, current, Stead, Dec. 678 
Economic facts, public found ignorant of, May 
290 


Editorial comment: 
Around the circle, June 307 
Carry-back tax credits in quarterly reports, 
May 246 
Ceiling on briefs, Oct. 547 
Company-supervised accounting training, 
July 378 
Complications, future, Mar. 134 
Control is civilization; is government, Nov. 
603 
Controller, a production man, June 307 
Controller on Excess Profits Tax Council, 
Aug. 435 
Controller's authority, Mar. 135 
Controller's report to inspire confidence, 
Mar. 135 
Controllers Institute anniversary, Sept. 486 
Controllers promoted: Now  semi-profes- 
sional men, Apr. 191 
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Controllership Foundation begins operation, 
Aug. 435 
Controllership research, impetus to, Nov. 
602 
Coordination of wage increase and price rise 
not permissible, Mar. 135 
Costs chargeable to inventory, Jan. 6 
Delayed bills surprise contracting company, 
Aug. 434 
Emergency era, not out of, July 379 
Employment services, return to states, July 
378 
Estimates of peak unemployment decreasing, 
Feb. 71 
Ethics of public accounting, Oct. 546 
Evaluating management’s usefulness, Oct, 
547 
Excess profits tax council, July 378 
Facts vs. risks, Feb. 70 
Fifteenth anniversary, Controllers Institute, 
Feb. 71 
Government corporations now under con- 
trol, Jan. 7 
Greeley, H. D., named to Excess Profits Tax 
Council, Oct. 547 
Hopeful welcome to 1946, Jan. 6 
Income tax picture, June 306 
Inequity, to correct an, May 246 
Inquiry about cost of living statistics, Apr. 
190 
Long range forecast, or budget? how about, 
June 307 
Mailing of tax return, 247 
Meaning that counts, Aug. 435 
National debt and its effects, to study, Apr. 
190 
Price adjustment surveys, Mar. 134 
Price controls, trying to make work, Mar. 
134 
Professional controller, another, June 306 
Profits control policy, Mar. 135 
Questionnaires, more?—watch this bill, 
Jan. 7 
Relief sections, administration, May 247 
Report on controllers’ reports due soon, 
Nov. 602 
Research body needed to study national 
debt, Feb. 71 
Rum! on currency protection, Feb. 71 
SEC keeping abreast of changes in business, 
June 306 
SEC working on difficult problem. Nov. 602 
Social security legislation, next, Mar. 135 
Solid and progressive, Oct. 546 
“Steady employment minded,” Jan. 7 
Stock Exchange says, “Speed up,” Apr. 191 
Tax revisions, prospects of major recede, 
May 246 
Unemployment law changes, keeping up 
with, Feb. 71 
Wage incentive plans worth trial, July 379 
Education for controllership, McNeill, May 
265 
Emergency facilities, controllers’ views on ac- 
counting for fully amortized, Apr. 202 
Employees: 
Cash payments to, vs. check payments, Mon- 
tellaro, Feb. 124 
Explaining profits to, Wallace, Feb. 73 
Employers: 
Responsibility in tax withholdings, Feb. 106 
Wage-price regulation seen hazard to, June 
341 
Employment: 
Administrative and office personnel, select- 
ing and placing, Bellows, Feb. 98 
Services, return to states is endorsed, July 
422 (editorial) July 378 
“Steady employment minded’ (editorial), 
Jan. 7 
Sustaining, discussed, Feb. 106 
Everything is under control, Parkinson, Dec. 
674 
Excess Profits Tax Council: 
Coming along (editorial), July 378 
One controller on (editorial), Aug. 435 
Executive organization, Aug. 440 
Executive, corporation, are mew incentives 
needed for? Sept. 536 
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“Fact-find” the government, why not? May 
280 

Facts are a must in our business, Evens, Aug. 
449 

Facts vs. risks (editorial), Feb. 70 

Farmers, fewer—more output, Feb. 128 


Federal “financial morass,” 5 paths out of, 
Apr. 230 

Figures tell a story! making the, Livingston, 
May 263 

Financial: 


Conditions, current, Wendin, Nov. 610 
Planning as related to controller's office, 
Rager, July 395 
Reports, timely, Ahearn, Aug. 439 
“Financial morass,” federal, 5 paths out of, 
Apr. 230 
Fire protection, adequate, Coate, Mar. 148 
Fixed assets, appraisal of, Burnell, Feb. 72 
Forecast of operations, long-range, Sept. 503 
Forecasting production, Newsbury, June 311 
Foreign trade: . 
Sky trails in tomorrow's, Oct. 572 
Tax incentives for, Landman, Oct. 548 
Freedom to venture urged, July 426 
Frozen foods, big future for, July 415 
Full production, only solution to our economic 
problems, Crawford, July 380 


Government, why not “‘fact-find’’ the, May 280 
Government corporations: 
Budget, first shows loss, Aug. 438 
Now under control (editorial), Jan. 7 
Seen related to subsidy system, Oct. 574 
Still fighting First World War, Sept. 528 
Greeley, Harold Dudley, named to Excess 
Profits Tax Council (editorial), Oct. 547 
Guaranteed wages, an economic analysis, 


Schmidt, Jan. 23 


Housing problems analyzed, June 330 
Human relations in business and 
Norrell, Mar. 151 


industry, 


Incentive plans, see Wage incentive plans 
Incentives, are new, needed for corporation 
executives? Sept. 536 
Income, Is capital gain income? July 423 
Industrial engineering: 
Approach to better 
Mar. 145 
As aid to controller, Thurston, Feb. 79 
Industry, attacks on, meeting new, Irwin, June 
338 
Inflation: 
Control proposals advanced, June 368 
Credit, low interest rates causing vast, June 
368 
Outlook for, Martin, Feb. 114 
Injury rates, industrial standard set on, Feb. 
76 
Insurance coverage 
Sleeper, Dec. 681 
Interest, low rates causing vast credit inflation, 
June 368 
Internal auditing: 
Interna! control and, Peloubet and Brink, 
May 248, 249 
Objectives, Grubb, Feb. 92 
Review of, Cunningham, Sept. 491 
Internal Auditors yearbook published, June 
358 
Internal control, internal auditing and, Pelou- 
bet and Brink, May 248, 249 
Internal procedures, preparation and issuance, 
Apr. 207 
Internal Revenue Code: 
Relief sections, administration of (edito- 
rial), May 247 
To correct an inequity (editorial), May 246 
International Chamber of Commerce, future 
program, Apr. 220 
International control of atomic energy, Barn- 
ard, Nov. 608 
Inventory: 
Costs chargeable to (editorial), Jan. 6 
Pricing practices need standardization, July 


management, Smith, 


analysis is important, 





Item identification, controller's stake in, Sim- 
mons, Aug. 445 


Jefferson, Thomas, speaks, Mar. 147 
Job evaluation, Hibbs, Apr. 205 


Labor: 
Contracts, negotiating, Burns, Nov. 616 
“Servant when he reigneth, a,” Simpson, 
Mar. 136 
Labor relations developments are forecast, Feb. 
128 
Latin America collections and credits rated 
high, Oct. 590 
Lease-Lend books closed, Aug. 472 
Legislation, social security next (editorial), 
Mar. 136 
Letters from controllers: 
Appreciation and compliments, Scott, Nov. 
626 
Approves Institute 
Evans, May 292 
Controller-Treasurer’s roles defined, Smith, 
July 417 
Controller and industrial engineer, Riggins, 
May 292 
Controllership dates back 
Jackson, June 344 
Convention enjoyed, Larkin, Nov. 626 
Institute’s education program approved, 
Carr, Mar. 182 
1946 annual meeting, Schrader, Nov. 626 
OPA, please note! Smith, May 292 
Reflecting carrybacks in first quartet’s op- 
erating figures, Peacock, May 284 
License royalties, exclusive, taxed as capital 
gain, Peters, June 317 
Limited price variety store profits and ex- 
penses in 1944 sutveyed, Jan. 22 
Lubricants, federal taxes on, Jan. 64 


education program, 


to Herodotus, 


Management: 
Control: Postwar model, Bunge, Sept. 500 
Expects what from controller, Cosgrove, 
Mar. 141 
Expects what of controller, Jan. 34 
Industrial engineering approach to better, 
Smith, Mar. 145 
Organization as it affects, Purkey, May 253 
Programmed, controller’s place in, Acker- 
man, July 402 
Reconversion calls for cooperation of, Jan. 
42 
Reports to top, Kelly, Oct. 552 
Through statistical control, Lieberman, Jan. 
30 
Use and application of operating budgets, 
Bartizal, Sept. 488 
Usefulness of, evaluating (editorial), Oct. 
547 
Views on place of controller in business or- 
ganization, June 336 
Manuals, accounting, preparation and mainte- 
nance, Stevens, Mar. 143 
Manufacturers census, ACGQ to aid on, Aug. 
460 
Market research as on instrument of control, 
Dempsey, Oct. 554 
Marketing, output and, is the answer, Cowan, 
Nov. 604 
Midwest Conference, full production gear-up 
analyzed at, Haase, June 325 
Mimeograph 5957, requests modification of, 
Mar. 162 


National accounting conference, Apr. 220 

National Association of Bank Auditors and 
Comptrollers, meetings announced, Feb. 82 
National debt: 
Its effects, to study (editorial), Apr. 190 
Research body needed to study (editorial), 

Feb. 71 

National economy, government pricing and, 
Aug. 444 

National Machine Tool Builders Association, 
ask tax change, Mar. 162 

Nationalization of banks a prelude to social- 
ism, May 294 

Newspaper finances studied, Aug. 466 
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Obituaries: 
Acker, Frank F., Aug. 470 
Blair, Maurice, June 360 
Blakemore, R. H., May 288 
Bradshaw, Wray W., Apr. 239 
Brown, Frederick Lewis, Mar. 160 
Davis, Frank E., Sept. 532 
Davis, S. L., Jan. 44 
Johnston, John J., Sept. 532 
Miller, Ralph C., Jan. 44 
Towne, Frank B., Sept. 532 
Office of Contract Settlement: 
Amendment to Regulation 15, May 284 
Challenges Comptroller-General’s war con- 
tract termination charges, Sept. 530 
Operating budgets, management’s use and ap- 
plication of, Bartizal, Sept. 488 
Operations, forecast of, long-range, Sept. 503 
Opinion, see Public opinion 
Orders, pyramiding, handling problem of, 
Nichols, Dec. 670 
Organization as it affects management, Pur- 
key, May 253 
Outlook for: 
Federal taxation, Bowen, Jan. 8 
Inflation, Martin, Feb. 114 
Output and marketing is the answer, Cowan, 
Nov. 604 
Overhead distribution and presentation of cost 
statements, Gessner, Oct. 558 


Pacific controllers’ parley scores, Werschkull, 
July 401 
Paul, Randolph, proposes corporate tax re- 
forms, June 348 
Pension and profit-sharing plans: 
Administrative and operational 
pension trusts, Stark, Nov. 612 
Fallacies and facts of, Aug. 480 
Need overhauling, Apr. 240 
Profit-sharing advocated, Jan. 44 
Trends in pension trust, Shreiner, May 258 
Personal notes about controllers, Jan. 50, Feb. 
108, Mar. 174, Apr. 232, May 290, June 
360, Aug. 470, Sept. 532, Oct. 590, Nov. 
640, Dec. 702 
Personnel, administrative and office, selecting 
and placing, Bellows, Feb. 98 
Plants, industrial: 
Expenditures show increase, Aug. 479 
Modern, and production savings, Waidelich, 
Oct. 550 
Postwar: 
Corporate surplus and Section 102 in, Si- 
mon, Dec. 660 
Operations, distribution costs and research 
for, Atwood, Mar. 138 
Private enterprise in, Hoffman, June 308 
Products described in study, July 428 
Preparing for the- uncertain future, Davidson, 
Aug. 441 
Price: 
Adjustment surveys (editorial), Mar. 134 
Controls: 
“Planners” and, combine to stymie grto- 
cery production, Nov. 650 
Threat to competitive system, Nov. 622 
Inflation: Economic problem of the day, Ja- 
coby, Apr. 192 
Levels, budgeting during changing, Klein, 
Dec. 667 
Program recommended, May 300 
Pricing, government, and _ the 
economy, Aug. 444 
Private enterprise in our postwar world, Hoff- 
man, June 308 
Production: 
Controls, establishing, Miller, Sept. 496 
Forecasting, Newbury, June 311 
Full, only solution to our economic prob- 
lems, Crawford, July 380 
Savings, modern plants and, Waidelich, 
Oct. 550 
“Productivity per man-hour,” must not ovef- 
look capital’s role, Feb. 116 ‘ 
Profit-sharing, see Pension and_ profit-sharing 
plans 
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Profits: 
Explaining, to employees, Wallace, Feb. 
73 


Public’s over-estimate of, causes difficulties, 
Mar. 150 
Reduced margins may persist after reconver- 
sion, Mar. 149 
Programmed management, controller's place 
in, Ackerman, July 402 
Public opinion: 
Study for Controllership Foundation, Sept. 


505 
Trends, controllers interest in, Robinson, 
Dec. 684 


Purchasing efficiency, factors in, June 346 
Pyramiding orders, handling problem of, 
Nichols, Dec. 670 


Questionnaires, government: 
More ?—watch this bill (editorial), Jan. 7 
Reduction landed, Oct. 570 


Reconversion: 
Era calls for cooperation of management 
groups, Jan. 42 
Reduced profit margins may persist after, 
Mar. 149 
Retailers’ problems outlined, July 410 
Wage incentive plans in, Wollam, July 389 
Renegotiation of contracts placed billions in 
federal till, Mar. 150 
Reports: 
Annual: 
Best for “Our Company,” Haney, Jan. 15 
Check list for, Jan. 46 
Progress of corporations noted, Aug. 480 
Stockholders, Buetow, Feb. 72 
Carry-back tax credits in quarterly (edito- 
rial), May 246 
Controllers’, report on due soon (editorial), 
Nov. 602 
Financial, timely, Ahearn, Aug. 439 


Improved annual, gaining recognition, July 
423 

To employees on operations and profits, 
Feb. 77 


To top management, Kelly, Oct. 552 
Research: 
Controllership, 
Nov. 602 
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necessary to learn the simple 10-key keyboard 


. even beginners acquire high speed after 
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You'll like the flexibility of the Sundstrand 
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to another is only a matter of seconds. 
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call your local Underwood representative today ! 
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THERE ARE all kinds of bottlenecks 
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nately, those that occur most fre- 
quently can be eliminated by 
Produc-Trol—the visible, mechani- 
cal method of analyzing records. 

A mere glance at a Produc-Trol 
board shows up-to-the-minute in- 
formation on each job. The factual 
picture of your entire operation is 


constantly before you—past, pres- 
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This Produc-Trol installation is used for the 
proper control of Inventory, Individual Orders and 
Machine Loading. 
ent and future information, singly 
and combined and in correct rela- 
tionship of one fact to the other. 
Today over 7000 companies de- 
pend upon Produc-Trol to speed up 
production, control inventories, pur- 
chases, sales, machine-loads, order 
scheduling and other important 
functions. It is a proven fact that 
Produc-Trol brings increased pro- 


duction at lower cost. 


*the process of achievina tanamote results from work. 


WASSELL ORGANIZATION 
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Send for booklet “ABC of Produc-Trol” 
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